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MONDAY, JANUARY 27, 1958 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

(This testimony was taken in executive session and subsequently 
cleared for publication; see appendix IT, p. 119.) 

The subcommittee met at 10:25 a. m., in room 304, Old House 
Office Building, Representative Porter Hardy, Jr. (chairman of the 
subcommittee) presiding. 

Present: Representatives Hardy (chairman), Reuss, Brooks, Brown- 
son, Meader, and Knox. 

Also present: John T. M. Reddan, chief counsel; Richard P. Bray, 
Jr., counsel; Walton Woods, staff investigator;and Phyllis M. Seymour, 
clerk. 

Mr. Harpy. Let the subcommittee come to order. 

This is an executive session following up the series of meetings that 
we had on our inspection trip overseas. 

In order to get the best results from its study, the subcommittee has 
chosen a number of topics which we will cover specifically in our study 
of the foreign-aid program. The first of these topics which we will 
consider is defense support, and that is the subject of the session we 
are holding this morning. Excerpts of testimony relating to defense 
support taken from transcripts of hearings held during overseas in- 
spection trip appear as appendix I, page 107. 

Since fiscal year 1953 our foreign- aid program has included a 
category identified as “defense support.’’ A review of the record shows 
that this term first appeared in the foreign-aid-budget presentation 
at a time when the American taxpayers and the Congress had been 
led to believe that the Marshall plan had substantially completed the 
economic restoration of Europe and to expect that foreign economic 
aid would decline and our tax burden would be lightened ‘accordingly. 

You will recall that it was at about this time that NATO was 
becoming operational, and in his appearance before the Committee 
on Foreign Affairs on March 19, 1952, Mr. Harriman, in discussing 
the need for continued assistance to the NATO countries, described 
a new concept of aid which he called defense support. He defined it 
in the following manner—and I think that was the first time this term 
“defense support”’ had come into the foreign aid budget. This was 
his definition: 


Defense support is the provision of essential commodities for import into Europe 
which cannot be paid for by the dollar earnings of the European countries (includ- 
ing earnings from offshore procurement) but the supply of which is essential to 
the carrying out of those countries’ full military programs. 


Since that time, the concept and objectives of defense support have 
changed from year to year. Today we find that “defense support”’ 


x 
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is the term applied to practically all economic aid in all countries 
where we have a military-assistance program, and serious questions 
arise concerning the real justifications for the various components of 
that broad category. 

During the past 3 fiscal years the cost of defense support has 
averaged more than $1 billion a year. 

One of the ré ‘sponsibilities of this subcommittee is to determine 
whether this money has been spent economically and efficiently for 
the purposes set forth in the mutual security legislation. To perform 
this postaudit function, the subcommittee must have a clear under- 
standing of what ICA is seeking to accomplish, not merely in a broad, 
general way, but with specificity as to each project and program 
included in the defense-support category. 

We don’t expect to spend a great deal of time, during these present 
hearings, on individual defense-support projects. Our immediate 
objective is to develop and understand the broad, underlying philoso- 
phy so that we may subsequently test it against its practical appli- 
cation. 

During the field trip undertaken by this subcommittee last Novem- 
ber, we tried to determine how defense support aid programs were 
developed in each country we visited; particularly how the Military 
Assistance Advisory Groups part icipated in the formulation of these 
programs. 

The results astonished us. First, it was evident that there existed 
no common understanding of what “defense support” means. Par- 
ticipation by the Military Assistance Advisory Groups in the formula- 
tion is minimal in all countries visited, and the extent of participation, 
such as it was, appears to be related to the meaning attributed to 
defense support by the respective missions and Military Assistance 
Advisory Groups. Everybody has a different idea 

Under these circumstances, it is not surprising that we found an 
apparent indiscriminate lumping of projects in this category, regard- 
less of whether the justification was military, economic, o1 - politic val. 
This appears to be rooted in the question of the adequacy of policy 
guidance from Washington. That is a tentative conclusion. 

Therefore, the subcommittee feels that an inquiry into this matter 
of defense support is appropriate at this time so that we may have a 
better understanding of the ends which ICA is seeking to accomplish 
with the funds which it will soon be asking Congress to appropriate. 
Without this information, this subcommittee will not be in a position 
to judge fairly ICA performance. 

We have therefore invited the ICA, the Department of Defense, 
and the Department of State to participate in these hearings, during 
which we hope to get answers to some of the questions. 

I am sorry that Mr. Dillon was not able to be with us this morning. 
I had a conversation with him Friday night, and I understand that 
he will be available tomorrow, but Mr. Claxton tells me he has brought 
Mr. Dillon’s statement along. It would probably be best, to put the 
hearing into proper perspective, to have that broad policy statement 
from the Department of State now. 

Mr. Claxton, will you just take a seat at the table? 

I presume that you will want to read into the record the statement 
prepared for Mr. Dillon. 








DEFENSE SUPPORT FUNDS 3 


Mr. Ciaxton. Yes, sir. 
Mr. Harpy. All right, just go right ahead, if you will. ' 


STATEMENT OF PHILANDER CLAXTON, SPECIAL ASSISTANT TO 


THE ASSISTANT SECRETARY FOR CONGRESSIONAL RELATIONS, 
DEPARTMENT OF STATE 


Mr. Ciaxton. Let me say, Mr. Chairman, to the other gentlemen 
of the committee, that as Mr. Dillon said to you in the conversation 
he mentioned, he was very sorry he could not be here this morning 
as the committee requested. He had a prior speaking engagement 
in Detroit of 3 months’ standing which he felt he simply could not 
pass up. 

He wanted to open these hearings to address the two questions 
which you referred to in your opening statement, because in his 
present responsibility he is the coordinator, has the responsibility 
of coordination of the program, and is the proper person, he feels, 
to begin the discussion with you. I am therefore reading the state- 
ment in his place. 


STATEMENT OF C. DOUGLAS DILLON, DEPUTY UNDER SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE, 
AS PRESENTED BY PHILANDER CLAXTON 


Mr. Chairman and members of the subcommittee, in your letters to 
Secretary Dulles, Secretary McElroy, and Mr. Smith you have in- 
dicated two questions which you wish to discuss: 

First: What is the broad, underlying philosophy of the concept of 
defense support? 

Second: What is the method by which levels of aid for defense- 
support programs for individual countries are determined? 

Let me take these questions up in order. First, then, as to the 
concept of defense support: 

With your permission, Mr. Chairman, I should like to incorporate 
in the record a summary of the history of the defense-support category 
of the mutual security program. This history has been prepared in 
response to the request of your staff. Because of the limited time 
available, this paper should not be considered definitive. We shall 
continue our work on this matter and shall advise the committee of 
any additions or changes. This paper is necessarily somewhat 
lengthy and | shall try to deal with the main points in my own 
statement. 

Mr. Chairman, that statement has been given to Mr. Reddan and 
you have copies. 

Mr. Harpy. I have a copy of it here. I will not know whether we 
will want to incorporate it in the record until we have a chance to 
look at it. 

Mr. Ciaxton. Certainly, sir. 

Mr. Harpy. It might be that we can brief it a little bit for the sake 
of not making the record too large. But we have not had a chance 
to review it. We will, and we will take appropriate action to include 
the proper parts of it, sir. 

Mr. Ciaxton. Thank you, sir. 
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Now, to begin, let me state in broad terms what defense support 
is and what it is not: 

In its essence defense support is aid of an economic kind given to a 
country supporting a substantial military establishment pursuant 
to an agreement with the United States and for the purpose of helping 
that country have the economic and political stability necessary to 
enable it to achieve the desired military effort. 

As I shall review in detail in a moment, at times under definitions 
laid down by the Congress, defense support has been a broader 
concept than I have stated. 

Now the other side of the definition—what defense support is not. 
Under the definition established by the Congress, it is not and has 
never been only the amounts or kinds of aid needed to support the 
military forces or the military establishment directly. It has never 
been intended that it be just commodities to provide pay for troops 
or to build military roads or for other purposes limited to direct 
support of the military establishment. 

Let me now briefly review the concept as the Congress has treated it. 

The term ‘defense support’ first appeared in the consideration of 
the Mutual Security Act of 1952. President Truman in his message 
to the Congress noted that the Marshall plan had been “designed to 
help restore economic health, not to produce a surplus capable of 
creating military power adequate for European defense.’”’ He then 
pointed out that— 


Today, not only has rearmament imposed a heavy burden but (other factors) 
have drastically upset the European balance of payments. Substantial and 
sustained efforts will be necessary to meet these problems, even with our help. 

He asked the Congress to provide defense support: 

* * * assistance in financing imports of raw materials and other items where 
required to make possible the necessary level of European defense efforts * * * 

The “Definitions of Defense Support and Economic Aid’’ submitted 
by the executive branch and discussed by the House Foreign Affairs 
Committee in the hearings in 1952 explained the relationship between 
these two concepts: 

Defense support takes the form of raw materials, equipment, and commodities 
which Europe must import in order to expand its production to the extent neces- 
sary to sustain the desired level of European military effort. By and large, 
the same kinds of goods were financed by economic aid under the Marshall plan. 

Defense support and economic aid are thus the same means of achieving entirely 
different ends. 

The report of the House Foreign Affairs Committee commented that 
it would be futile to limit the use of defense-support funds to providing 
raw materials and machinery used directly in military production 
because such use would merely result in diverting Europe’s earned 
dollars to other procurement. 

Representative Merrow of the Foreign Affairs Committee made 
clear the purpose of defense support in floor debate, saying: 

By adding to the capacity of the European productive system, the time will 
come when the Continent can manufacture both for defense and for export. 
Then defense support will be unnecessary. 

It might be noted in passing that Mr. Merrow was prophetic. 
Defense support for Europe (except Spain and Yugoslavia) was ended 
in fiscal year 1956. 
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From this beginning, defense support continued to be assistance to 
the economies of the recipient countries. On the other hand, aid 
which has been supplied to governments to support military establish- 
ments directly has been supplied generally under the heading of 
“Common-Use Items,” “Direct Forces Support,” or ‘Military 
Assistance.” 

Since your subcommittee’s recent examination of defense support 
has been in the Far East, it should be recalled that prior to the Mutual 
Security Act of 1953 (for fiscal year 1954) the term ‘‘defense support”’ 
was not applied to this Far Eastern area. 

Economic aid to countries in the area was categorized as technical 
assistance or economic assistance. In the presentation and the Mutual 
Security Act of 1953 (fiscal year 1954) economic aid to China and to 
Indochina and other countries was termed ‘‘defense support” and was 
clearly understood to be for such purposes as expanding agricultural 
production, improving health services and specific projects of nonmili- 
tary production in order to counteract Communist propaganda and 
subversion and improve the confidence of their people in their 
government. 

In 1954 (fiscal year 1955 program) the Congress made a significant 
change in the definition of defense support. T his change is particularly 
relevant to your inquiry because the projects which a have seen in 
the field for which fiscal year 1955, fiscal year 1956, or fiscal year 1957 
funds have been used or are being used fall under that definition. 

Let me explain this change. 

Up to 1954, although the definition of defense support had had the 
scope I have outlined, it did not include in certain Eastern countries 
aid which was intended for the development of the economy beyond 
the requirements of supporting the defense effort. 

Following the then existing principle, the executive branch in 1954 
asked the Congress for authority to appropriate funds for “develop- 
ment assistance” for both Pakistan and the Philippines—although we 
then had military assistance agreements with each country. 

The House of Representatives, however, acting upon the initiative 
of the House Foreign Affairs Committee, apparently determined that 
(excepting technical assistance) all economic assistance, including 
development assistance, when provided to a country with which the 
United States had a military assistance agreement, should by definition 
be “defense support.’”’ The executive branch argued against this 
broadened definition, saying in its later presentation to the Senate 
that— 
if the Congress does not wish to reintroduce an unnecessary amount of “mis- 
branding,” the program and funds * * *— 
not primarily designed to sustain and increase military effort should be 
returned to Title Il: Development Assistance. Nevertheless, the 
Congress adopted the recommendation of the House. 

Following this decision, the executive branch in 1955 and 1956 
presented to the Congress, under the heading of ‘“‘Defense Support,’ 
programs and projects plainly intended for economic development in 
countries with which we had military-assistance agreements. These 
proposals were approved by the Congress with specific recognition of 
their character. 
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For example, in its comment on the Mutual Security Act of 1955 
the Senate Foreign Relations Committee said: 

In Pakistan and the Philippines, the defense-support program will be aimed 
primarily at economic development, which is the only long-range solution to either 
the military or economic problems ‘of those countries. In Pakistan, the Govern- 
ment has drawn up a new long-term development plan with the help of the Ford 
Foundation. In the Philippines, sufficient progress has been made in overcoming 
social unrest and political instability to turn attention to more fundamental 
projects for development. 


The two general stages in the concept of defense support which 
have been described are succinctly stated in the report of the House 
Foreign Affairs Committee on the Mutual Security Act of 1957. The 
committee said: 

Defense support originally was conceived as a means to give nonmilitary support 
to the military efforts of certain countries eligible to receive military assistance. 
It was designed to provide such supplemental economic assistance as a recipient 
country might require to carry on a defense effort of the size and type which 
United States policy regarded as necessary and which the country itself could 
not finance from its own resources. The concept was subsequently broadened 
to include all nonmilitary aid, except technical cooperation, to those countries 
to which the United States was also furnishing military assistance. Under this 
concept the content of defense-support programs must necessarily vary from 
country to country. 

This broad definition of defense support resulted in some misunder- 
standing. The most disturbing element in it was that because all 
economic aid, except technical assistance, to most Far Eastern coun- 
tries was called ‘‘defense support,’ the United States failed to get 
the credit it deserved for the substantial amount of assistance it 
provided for positive development. 

At the same time we were subjected to Communist propaganda 
that we were interested only in helping maintain military machines 
and not in helping the economic progress of the Far Eastern peoples. 

For these reasons the President recommended to the Congress last 
spring that economic assistance for the purpose of maintaining the 
political and economic stability necessary to support the agreed mili- 
tary effort should be separated from economic assistance for the 
purpose of development. 

To make this separation completely evident he also asked that 
defense support together with the military assistance to which it is 
related be included in our regular defense budget. He recommended 
that aid designed primarily to achieve economic development, previ- 
ously included in defense support, should be separated out and in- 
cluded with other development assistance in a new development loan 
fund. 

The exec utive branch in amplifying this proposal to the Congress 
made clear that after the exclusion of aid given purely for the purpose 
of providing economic development, defense support would, as always 
in the past, continue to include economic assistance of amounts and 
types (whether commodities or projects such as construction of har- 
bors or highways) necessary to enable the recipient country to main- 
tain its economy despite the burden of the agreed military establish- 
ment. 

This would include aid necessary to provide the economic stability, 
political acceptance, and the economic growth, if any, required to 
permit the country to devote the necessary resources to defense. 
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This revised concept of defense support was explained at length in 
the Presentation Book at page 31. I would believe it desirable, with 
the committee’s permission, that this explanation be included in the 
record at the end of my statement. 

Mr. Chairman, I have a copy of that here. I know that you are 
acquainted with it in the Presentation Book. 

Mr. Harpy. Yes; thank you. 


We probably will want to incorporate this somewhere and this 
might be as good a place as any in the record. 

(Excerpt, containing revised definition of ‘‘defense support’’ from 
ICA’s fiscal year 1958 Congressional Presentation Book, follows:) 


DEFENSE SUPPORT 
DEFINITION 


Defense support to any country is that economic assistance which is required, 
in addition to any necessary military assistance (including what was once called 
“direct forces support’’), to make possible, or otherwise to secure, some specific 
contribution by the country to the common defense. The end result sought is 
the achievement of a particular military objective, and any economic benefits 
that may also accrue should be considered as purely incidental to such end result. 

Under this general rationale, the need for defense support normally arises in a 
country in which either or both of the following conditions exist: (1) the country 
is not in a position to support a certain specified indigenous military effort without 
United States aid which is over and above military assistance, or (2) United States 
aid, other than, or in addition to, military assistance, is necessary in order that 
United States military forces may have available and effectively use certain mili- 
tary facilities or other military rights within the country. In each situation, the 
conditions which make aid necessary to accomplish the particular end purpose 
may be economic, political, or both political and economic, in character. 

1. Aid related to maintenance of United States military facilities —In the case 
where a country’s contribution takes the form of providing facilities or other rights 
to United States military forces, defense support consists of that minimum amount 
and type of aid which must be provided, in addition to any military assistance, 
in order that the United States can (a) secure or maintain such facilities or other 
rights and (b) use them effectively for the purpose for which they are desired. 

2. Aid related to country’s own military effort—m the case where a country’s 
contribution to the common defense takes the form of raising and maintaining 
military forces of a particular size, composition and capability, defense support 
consists of that amount and type of aid which the United States must supply, in 
addition to any military assistance, in order to enable the country to raise and 
support these military forces. The question of what is necessary to enable a 
country to raise and support specified military forces cannot be answered by 
applying a formula. On the contrary, it involves a determination, unique in 
each individual case, as to the extent to which a country can, from an economic 
standpoint, and will, as a matter of political reality, devote the necessary re- 
sources—its own and those which may be provided from external sources other 
than United States defense support—toward meeting the burden of raising and 
supporting such forces. Moreover, because the maintenance of effective mili- 
tary forces normally presupposes a certain minimum level of political and eco- 
nomie stability, this determination in turn requires a judgment with respect to 
the degree to which, if at all, a country must, in order to achieve or to maintain 
such minimum level of stability, devote its available resources to increasing per 
capita consumption or furthering economic development. In this connection it 
has been assumed that at the very least, defense support should be adequate to 
permit the maintenance of the forces in question without any significant retro- 
gression in a country’s economic condition, regardless of whether such retrogres- 
sion is related to maintenance of forces or not. Defense support will not include 
fostering of economic growth greater than that needed, if any, to attain the mili- 
tary objectives of the defense support program. 

No exact, all-inclusive test, uniformly applicable in all countries, can be given 
as to what will constitute a significant retrogression in a country’s economic 
condition within the meaning of the foregoing requirement. One test might 
frequently be that of whether or not, taking into account anticipated population 
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growth, the per capita gross national product will decrease or remain level. 
However, depending upon the country, it may not be appropriate to make this 
an exclusive test of economic retrogression, since the existence of serious infla- 
tionary pressures, of fiscal or budgetary difficulties, of special foreign-exchange 
problems, of adverse trade trends, of serious imbalances within a country’s 
economy, and of other factors, such as the state of the country’s capital plant, its 
rate of obsolescence and deterioration, etc., may all have a bearing on what, if 
anything, needs to be done by way of aid in order to prevent a significant retro- 
gression in that country’s economic condition. 

3. Aid related both to maintenance of United States military facilities and country’s 
own military effort—In the case where a country’s contribution to the common 
defense involves both the support of specified indigenous military forces and the 
provision of facilities or rights for the use of United States military forces, the 
level of defense support will be determined by a combination of the several factors 
separately discussed above in 1 and 2. 

When, after application of the standards set forth above, a level of defense 
support has been established for any country, the exact composition of the aid 
program itself, and the techniques of its administration, should be governed by 
the needs of the country in question. The test should be this: What are the 
specific kinds and amounts of resources which are most likely to accomplish the 
economic and political results which the aid is intended to secure and upon which 
attainment of the military objective depends? In one case, the entire program 
may properly be in the form of nonproject aid, while, in another, it will be better 
if the program represents either some combination of both nonproject and project 
assistance or consists solely of project aid. It may include capital goods as well 
as, or to the exclusion of, consumables, and vice versa. Similarly, the uses 
attributed to any local currencies which are derived from the sale of imported 
goods may be economic or military, or hoth economic and military. Defense 
support may be extended on either a grant or loan basis, but it should be extended 
in the form of a loan whenever to do so is consistent with the achievement of the 
objective sought in furnishing the aid at all. 

The difference between ‘“‘defense support”’ and ‘“‘military assistance’’ (including 
what was once called “‘direct forces support’’) can be broadly described as follows: 
Both forms of assistance are designed to make possible the creation or mainte- 
nance of a certain level of military forces or the achievement of other military 
objectives. Military assistance helps to do so by supplying—normally, by 
import—goods and services that are directly delivered or rendered to, and which 
physically reach or benefit, the military forces involved. Defense support, on the 
other hand, contributes to this objective more indirectly through providing to a 
country’s economy (rather than directly to its military establishment) resources 
which, at least where the support of military forces is the goal, enable the recipient 
country to maintain a level of defense expenditures or to undertake defense activ- 
ities that would otherwise not be possible. The one form of assistance generally 
consists of articles (or services) which can be traced in a physical sense from a point 
of import into the country directly to a soldier who actually uses it or is served by 
it; the other form has its specific military impact as the country’s economy is 
rendered capable of sustaining the desired defense burden. 


Mr. Ciaxton. The Presentation Book also described the program 
objectives of defense support in each region and country. In view 
of your recent trip, it may be useful to recall the statement of defense- 
support objectives in the Far East. It read: 


To assist nations of the Far East to meet, without serious inflationary effect, 
the local costs of Armed Forces required to maintain internal security and resist 
limited external aggression and which the nations are unable to finance with 
their own resources; and to give economic assistance for other activities necessary 
to insure the internal economic and political stability that is needed for sustained 
support of the military effort and the continued security of United States bases. 


The Congress accepted the revised definition recommended by the 
Executive. The House Foreign Affairs Committee reported its action 
as follows: 


The single word “specifically’”’ has been added to the definition of defense 
support. The objective is to narrow the purpose of the programs carried out 
under this section. Henceforth, defense support will be limited to that aid 
necessary to assure the maintenance of United States military bases abroad or 
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to enable a country to raise and support military forces for the common defense. 
Any assistance beyond these limitations must come from other sources such as 
the loan fund or from special assistance. 


I now turn to your second question: How the level and character 
of defense support for any country is determined. 

As the letter from your chairman indicated, this question can be 
approached in two different ways: first, by describing the general 
procedures by which a defense-support program is developed; and 
second, by indicating the factors which are taken into account at 
all stages of the programing cycle, both in Washington and the field, in 
calculating the aid level. 

Since I understand that this committee went rather deeply into 
our general program procedures last year, and the chairman’s letter 
to Mr. Smith emphasized the substantive aspect, I shall only briefly 
mention these procedures. We customarily divide them into four 
stages which, when taken together, make up the complete annual 
programing cycle. 

They are: 

First, the “Bureau of the Budget stage,’’ which culminates in the 
President’s decision as to the total amount of new obligational author- 
ity which is to be included in his budget for the mutual security 
program, or major components thereof, for the succeeding fiscal year. 

Second, the “congressional preparation stage,’’ in which the in- 
dividual illustrative programs previously developed are readjusted to 
reflect the President’s decision as to the total Mutual Security budget 
request and any other policy decisions reached in the course of the 
budget process. 

Third, the ‘congressional presentation stage,”’ in which the executive 
branch presents, and the Congress reviews and acts upon the proposals 
developed in the preceding stages. 

Fourth, the ‘operational refinement stage,” in which the illustrative 
programs previously presented are revised to conform them to the 
fiscal ceilings and other legislative requirements produced by the 
congressional process. 

I might describe in very telescoped fashion the main steps in the 
first stage of this programing process. 

That is the Bureau of the Budget stage. 

Based on policies developed by the National Security Council and 
in other ways, Washington prepares and transmits to all the overseas 
missions a document which contains the guidelines, assumptions, and 
other instructions under which the next year’s fiscal program is to be 
reviewed, This document may or may not contain a tentative aid 
level, target or ceiling for particular countries. 

Each overseas mission then prepares, clears as appropriate with 
other elements of the country team, and transmits to Washington its 
program recommendations. 

This submission, which covers not only the proposed level of aid, 
but also its illustrative composition, is reviewed by responsible per- 
sonnel in ICA, the Department of State, and other interested agencies. 
This review encompasses both policy and technical matters, and it is 
concerned not only with the validity of the requirements submitted 
but also with the feasibility of meeting these requirements. 

This review culminates in interagency staff level proposals covering 


the aid level for each country and each major kind of program within a 
country. 
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These proposals are in turn considered at the policymaking levels 
in the Department of Defense, the Department of State, and ICA. 
This joint consideration then results in the transmittal to the Director 
of the Bureau of the Budget by the coordinating agency of the program 
supporting a definite budget proposal. 

Budget hearings, a markup, Cabinet level discussions with the 
Director of the Bureau of the Budget, and finally a Presidential budget 
decision normally follow. 

In other executive branch stages of the process—the second and 
fourth stages—the essential problem is to refine and reconcile require- 
ments, as they have been developed in the first phase, with the actual 
or prospective availability of funds and with other limitations on 
carrying out the program, such as our ability to recruit necessary 
personnel. 

However, most of the same organizational elements are involved 
in the process, and the judgments which are finally reached on the 
aid levels for any country are normally the product of many peoples’ 
views and extensive interagency discussion. 

The final determination as to aid level is that of the Department of 
State. 

With this brief recapitulation of procedures, I turn to the substan- 
tive elements which govern the determination of the level and program 
content of the defense support program for any country. To under- 
stand these elements properly, there are certain basic considerations 
which must be kept in mind. 

It is important at the outset to realize that the factors which de- 
termine the level of defense support aid for a country and the factors 
which govern the content of a defense support program within that 
level may be quite different and may differ considerably from one 
country to another. 

It must also be borne in mind that the determination of an aid level 
must of necessity represent an educated judgment based on the best 
information available. 

Finally, one must identify the definition of ‘defense support’’ for 
which the determination is to be made. 

As I indicated earlier, this definition has varied somewhat from year 
to year. 

There are three main factors to be considered in arriving at the level 
of defense support to be made available to any particular country. 

The first is to determine what military contribution we wish that 
country to make. 

The second is to determine what the country can and will do toward 
that contribution. 

The third is then to determine what economic aid, in addition to the 
military equipment and training involved, the United States must 
make available in order to secure such a contribution. 


THE MILITARY CONTRIBUTION DESIRED 


Since, by definition, the level of defense support for any country 
should be the amount of economic aid necessary to secure a specific 
military contribution by that country to the common defense, the 
precise identification, and accurate description of this specific con- 
tribution must be the starting point in the process of actually de- 
termining amounts. 
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For the most part this identification and description take place as a 
part of the procedure for developing national policy in the National 
Security Council, but sometimes refinement is necessary as part of the 
programing process itself. 

In cases of the latter sort, such refinement is normally a matter of 
decision in Washington rather than in the field, and it usually involves 
interagency consideration. 

The specific military contribution may be any one, or any combina- 
tion, of a great variety of different things, and the variations among 
countries, both as to the amounts and as to the forms of their contri- 
bution, are great. 

I would like to discuss three main variations in this military con- 
tribution to illustrate how these can greatly affect the substantive 
factors that enter into the determination of the defense support aid 
level in any particular country 

1. In most cases the military contribution desired includes the devel- 
opment or maintenance by the intended recipient of military forces of 
a particular size and composition and with the capability of carrying 
out identified missions. The character and size of the forces to be 
supported are matters for executive branchwide decision in which 
military, political and economic factors are all considered. 

2. In other cases, the specific contribution may be, or include, the 
provision for United States or allied use of military facilities of im- 
portance to the common defense. 

In still other situations, the contribution may be, or at least 
encompass, a country’s membership or active participation in a 
collective security organization, such as NATO, SEATO, the Baghdad 
Pact, the assumption of added military responsibilities, or the accept- 
ance of new military risks, such as stockpiling atom missiles within 
its territory. 


DETERMINATION OF UNITED STATES AID LEVEL 


The question of determining what the other country can and will 
do and the question of deciding what economic aid the United States 
must supply are so closely related that I shall deal with them together. 

The usual situation, of course, is one in which the level of aid is 
partly, or wholly, determined by what is required to enable the country 
to maintain certain military forces or to take other tangible steps 
with respect to its military establishment. 

The question here becomes this: To what extent can the country, 
from an economic standpoint, and will it, as a matter of hard political 
reality, devote the necessary resources—its own and those which 
may be provided from other United States defense support—toward 
meeting the burden of raising and maintaining certain military forces? 
A mere statement of this question suggests the complications that 
may be involved in answering it in the context of any particular 
country, and of course each country presents a unique situation. 

In Western Europe, at the time when defense support was being 
directed toward supporting a drastic increase in the level of European 
defense forces, the situation was significantly different from that, say 
in Laos or Korea today. 

The central issue there was: What level of United States financed 
imports were required in order to increase a country’s gross national 
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product to the size which was necessary if the country was to make 
military expenditures of the amount and for the purposes required 
to provide the specific forces desired? 

In part, of course, the answer reflected a complicated economic 
computation and an analy sis of the local currency and foreign exchange 
costs of developing such a force. But the answer reflected many 
other judgments—military, economic, and political. 

Moreover, there were also these overall considerations which apply 
even more str ongly in the cases of nations with weaker economies: 

(1) The maintenance over any extended period of effective military 
forces depends on a certain minimum level of political and economic 
stability. There is no point in protecting a country from external 
aggression if political and economic conditions cause its loss through 
subversion, civil disorder and political drift; nor is it possible, except 
in a police state, to wage war in the face of serious political or economic 
instability. 

(2) There is a practical political limit, particularly in peacetime, 
on the ability and willingness of a country to use its increased income 
for military purposes rather than for increased consumption or invest- 
ment. Again, this is a vital factor in countries with little or no 
appreciable margin to spare. 

(3) A determination as to the minimum rate of economic growth 
necessary to maintain political and economic stability in a particular 
country, or as to the practical political limitation on its ability to 
divert resources to defense, requires the most carefully considered 
judgments concerning the political situation in the country, the hopes 
and expectations of its people, the minimum increase in per capita 
consumption that is likely to be acceptable, and many other equally 
intangible factors. 

The problem is even more difficult in the less developed countries 
where some of the basic economic facts are unknown and our experience 
is limited. 

More important, the relative magnitude of the job of supporting 
military forces is so much greater than it was in Europe that it becomes 
different in kind as well as size. 

The task of maintaining a modern 700,000-man military establish- 
ment in a nonindustrialized country with a population of 20 million 
people and with an annual per capita gross national product of well 
under $100 is very different—both economically and_politically— 
from the problem of maintaining a similarly sized force in a nation 
of 45 million with a per capita gross national product of over $1,000. 

The maintenance of political and economic stability is much more 
difficult. We have concluded, as we stated in last year’s congressional 
presentation, that, if we are to achieve our military objective of 
maintaining effective forces, our defense support aid at the very 
minimum must be sufficient to prevent any retrogression in a country’s 
economic condition regardless of whether such retrogession is related 
to maintenance of those forces or not. 

In some cases, the maintenance of a static situation may not be 
enough to permit the attainment of the military contribution desired, 
and defense support may need to provide for some small measure of 
positive per capita growth in income and consumption. In fact, 
merely to prevent retrogression, it may be necessary through defense 
support to provide for increases in population and to deal with infla- 
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tionary pressures, fiscal and budgetary difficulties, special foreign- 
exchange problems, the consequences of natural disasters (droughts, 
for amet adverse trade trends, serious imbalances in a country’s 
economy, the deterioration or obsolescence of a country’s physical 
plant, or the exchaustion of a resource. 

In addition to these fundamental economic and political factors 
applicable to the determination of aid levels in countries where we 
are helping support substantial military forces, there are several addi- 
tional factors of considerable significance, one or more of which may 
apply in any of these countries or others. 

(1) In a number of countries where we have bases, part of the 
problem is to estimate the level of aid necessary to induce the other 
government to provide the facilities or rights desired, or, in some 
cases, either (a) to accept the domestic political risks, or the added 
military risks, that may be involved in taking such a step, or (b) to 
undertake related measures such as the condemnation of land, the 
relocation of people, the building of supporting facilities, etc., that 
may be necessary to make the facilities effective. 

(2) In some cases the utility of our military facilities in another 
country depends upon the availability within that country generally, 
or in the neighborhood of the military facilities, of all sorts of support- 
ing civilian facilities—highways, ports, railroads, communication net- 
works, weather stations, increased power facilities, and so forth— 
which the country cannot afford to develop or maintain without 
outside help. 

(3) In some cases the construction, or use by United States or 
allied forces, of these facilities may be economically disruptive, as by 
creating inflationary pressures and it is then essential to provide 
economic aid to deal with such a development. 

(4) Defense support may be needed to enable the recipient country 
itself to make a contribution to the actual construction or maintenance 
of the facilities. For example, in Spain, where 70 percent of the 
counterpart from United States defense support has gone to pay the 
local currency costs of constructing the United States air and naval 
bases under development there. 

(5) The important need, both in terms of effective current use and 
in terms of the long-term situation, to develop the kind of political 
and economic climate within the country that is conducive to the 
presence of United States or other allied personnel i in the country or 
that may be necessary to the actual security of the base itself. This 
may mean contributing to increased indigenous consumption or 
economic development. 

Up to now, I have treated the problem largely from a requirements 
standpoint. However, the determination of the aid level for a 
country involves not only a judgment as to requirements but also a 
judgment as to the amount of United States resources that can, and 
should, as a matter of national priorities, be used to meet those 
requirements. 

This is another dimension of the picture which is, of course, present 
to a greater or lesser degree at all steps of the program cycle. 

The variety and complexity of these factors make plain there is 
no simple single formula for dealing with all of them on an across-the- 
board basis. 


21616—58 
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There are, however, tools and techniques of analysis which are 
helpful, which we use, and which we are trying to develop further. 

in the last analysis, these determinations must be and are based on 
economic and political judgments. We have therefore designed our 
procedures as well as we are able to bring to bear the cumulative 
knowledge and experience of people in our missions abroad and of 
the departments in Washington. 

Mr. Harpy. Thank you, Mr. Claxton. There have been a good 
many questions that have come to my mind as you have read this 
statement. 

I am sorry Mr. Dillon is not here, but I presume that the questions 
we have might better be directed to Mr. Dillon than to you. 

Mr. Craxton. I think probably so, sir. 

Mr. Harpy. Of course that creates something of a problem for us 
procedurally. If we defer questions on this statement until we get 
Mr. Dillon here, members of the committee, I think we will have to 
reorient our hearing record and put the question part in our record 
immediately following this statement. Otherwise we are left with a 
statement sticking up here with a great many points about which | 
am considerably concerned. From the standpoint of history, to some- 
body reviewing this record subsequently, it might look like the com- 
mittee accepts this statement without any question, and I certainly 
do not. We can tell better after Mr. Dillon’s testimony whether that 
part of our record should be placed immediately following his 
statement. 

Mr. Ciaxton. Let me add, Mr. Chairman, if it would be of help, 
I think that I could probably answer questions on the part of Mr. 
Dillon’s statement which deals with the history of defense support. 
I happen to have some personal knowledge of that. I would not wish 
to try to answer questions on the rest. 

Mr. Harpy. When we get into questions on this statement, we are 
going to cover the whole thing, and I expect you probably will want 
to be sitting with Mr. Dillon to collaborate in some of the answers, 
but I am left with a couple of reactions, here, one of which is on this 
matter of definitions, Mr. Dillon’s statement seems to contend that, 
“Yes, the executive department did not agree with some of the 
definitions which we have used, but the Congress forced it on us.”’ 

I must make this observation. If that is an accurate picture of 
what actually transpired, certainly the explanation that was given on 
the floor was not adequate, because I am more confused now than I 
was before with respect to the definition of defense support as it has 
been used and as the Department apparently intends to use it in the 
future. 

One other reaction, which is not related to that, which I got from the 
philosophy included in the last part of this statement. It has to do 
with the matter of determining the level of aid and the judgments 
that are applied in the determination. 

It looks to me as though we have that thing set up so broadly 
that the United States could undertake to become a guardian and the 
“fairy godfather” of every country where we have an aid program. 
I hope that we can clear that one up, because I certainly do not think, 
or at least it certainly has never been my idea that we go quite that far. 

But members of the committee, if you think it well to proceed to 
another phase of this and defer our questions on this until tomorrow, 
we shall do so. 
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Mr. Meaper. Mr. Chairman, I was a little late in arriving. Did 
we have Mr. Claxton’s background? 

Mr. Harpy. We did not, and the reason we did not was this: Mr. 
Claxton was reading a statement on behalf of Mr. Dillon. This is 
Mr. Dillon’s statement. He could not be here today, he will be here 
tomorrow, but Mr. Dillon thought he would like to have his policy 
statement in the record at the beginning, and we agreed to do that. 

Mr. Meaper. Was it your suggestion that we not ask Mr. Claxton 
any questions at this time? 

Mr. Harpy. I feel that on this statement, Mr. Meader, since Mr. 
Dillon will be with us tomorrow, we would be well advised to defer our 
questions until we have him and Mr. Claxton. 

Mr. Brownson. Mr. Chairman, might I ask one thing? At this 
point, since Mr. Claxton did read this statement, it might be appro- 
priate to get the customary background biography of the witness. 

Mr. Harpy. That will be all right. 

Mr. Meaper. Maybe he had some hand in the preparation of this 
statement. 

Mr. Harpy. I gather that he did. 

How much of it did you write, most of it, or just the history? 

Mr. Cuaxton. No, sir, like any statement which is prepared in the 
Department, it takes a good many people to work on it, and of course 
on a thing like this, which goes very much across the board, it takes a 
lot of people with various knowledge to work on it. 

Mr. Harpy. Mr. Claxton, just to carry out Mr. Brownson’s sug- 
gestion, and it is a good one, we normally have had each of our 
witnesses give us a little personal background. 

Mr. Criaxton. Surely. 

Mr. Harpy. I wonder if you could do that now, and after that the 
members may want to discuss with Mr. Claxton his participation, or 
the areas of this statement in which he participated. Would you 
give us a little personal background please, sir, for our record? 

Mr. Ciaxton. Certainly, sir. My title is special assistant to the 
Assistant Secretary of State for Congressional Relations. 

As you know, the Assistant Secretary of State is Mr. William 
Macomber. I am one of the persons in his office. I have been in 
this office since 1949 when it was established. I came into the De- 
partment of State in 1946 following service in the Navy during the 
war. 

I have worked with various aspects of the presentation of the 
mutual-security program since 1949. This began with the point 4 
program, the first military assistance program, and so on. 

My part in this has been with the presentation to the Congress, 
not in the program planning or other aspects which are dealt “with 
primarily in this paper. I think that about covers it in general. 

Mr. Harpy. I thought you had participated pretty much in the 
presentations to the Foreign Affairs Committee; have you not? 

Mr. Criaxton. Yes, I have indeed. 

Mr. Harpy. And the Appropriations Committee, too? 

Mr. Criaxton. I have, not as a witness, but in the preparation of 
the statements, the preparation of the witnesses, the work with the 
committee and with the staff in handling the legislation. 

Mr. Brownson. I would like a little more information, if we may, 
concerning your academic background and what you did prior to your 
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Navy service. We are just trying to get a little idea of your overall 
training. 

Mr. Craxron. I was born in Washington, D. C., December 11, 
1914. I lived here for the first 7 years. I am a Tennesseean by 
origin, both my father and mother. I later moved to Alabama, Okla- 
homa, and again in Tennessee for the greater part of my younger life. 

I went to the U niversity of Tennessee, to graduate school at Prince- 
ton and to law school at Yale. I was a lawyer for the Antitrust 
Division of the Department of Justice, and later for the Tennessee 
Valley Authority. After I entered the Navy I was sent to the Co- 
lumbia School of Military Government. During my naval service I 
was in the military government part of the Navy, and as you may 
know, we had a training school at Columbia University. I was on 
naval duty in London in the Military Government Headquarters 
there, in France at Brest, Le Havre, Cherbourg. 

I returned to the Navy Department to the head office of the mili- 
tary government of the Navy, for the last year, approximately, of 
the war. 

I was later transferred during the last part of that period to the 
so-called politico-military affairs office of the Department of the 
Navy, which was then established, and stayed there for a half year 
or so until I went to the Department of State, as I mentioned, in 1946. 
In that early period I was working with the Assistant Secretary of 
State for Occupied Areas on problems of Germany and Japan, Korea 
and Austria. After a brief period as special assistant to the Assist- 
ant Secretary for Far Eastern Affairs, 1 went, as I mentioned, to the 
Office of Congressional Relations in 1949. 

Mr. Brownson. That is splendid. That is the background | 
wanted in the record. 

Mr. Meaper. Mr. Chairman, as I understand it, Mr. Dillon will 
come before us tomorrow. 

Mr. Harpy. Yes. 

Mr. Cuiaxron. Yes. 

Mr. Meaper. Just in order that we might cover a point that im- 
pressed me in this statement, I would like to ask this question, Mr. 
Claxton. Maybe you cannot answer it, but I would like the Depart- 
ment to have some advance knowledge of my interest in this state- 
ment. In this entire statement of 20 pages, | do not find one line or 
phrase which indicates that it is the policy of the Department of 
State and the International Cooperation Administration to encourage 
the establishment of the economic and political stability, which you 
seek to achieve in part with defense-support aid, through the en- 
couragement of the investment of private capital and the formation 
of indigeneous private capital for economic strength. Is that simply 
an oversight or do you have any comment on why that was not men- 
tioned in this 20-page statement? 

Mr. Cuiaxron. Certainly, Mr. Meader. 

I am very well acquainted with your own particular interest in 
this subject and your amendment of last year and the help which you 
have given in this respect. It was not mentioned simply because 
we were trying to discuss the concept of defense support alone. We 
were not trying to get into the many other things, technical assistance, 
development assistance, private initiative, military assistance, all of 
these other aspects both by the Government and by private persons 
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and by other countries, indeed, which are directed toward helping 
the economic program and stability of these individual countries. 
Those are very important subjects, each of them, and the one you 
mentioned is of course in the top rank of importance. But we simply 
did not wish to deal with it or these other things in this, as you say, 
fairly long statement which was confined to the subject of defense 
support mentioned in the chairman’s letter. 

Mr. Meaper. Would it not be fair to say that at least your calcu- 
lations of a level of defense support would have to take into account 
what you anticipated would be done? 

Mr. Criaxton. Certainly. 

Mr. Meaver. Through the investment of private capital? 

Mr. Cuaxton. Certainly, both within the country itself, from other 
countries abroad, and from persons in our own country, persons 
and corporations. 

Mr. Meaper. That is all. 

Mr. Harpy. Mr. Brooks, any questions? 

Mr. Brooks. No questions, Mr. Chairman. 

Mr. Harpy. Mr. Knox? 

Mr. Knox. No questions. 

Mr. Harpy. I have one I would like to go over with you just a 
little, in view of the part you have played in congressional presenta- 
tions which we discussed a moment ago and in view of the fact, 
apparent from this statement that you have read, the decision to 
make the defense-support category broad and to include, in some 
cases, what we normally consider economic aid. What was the history 
of suggestions that you could get this money from Congress easier 
if you called it defense support than if you called it economic aid? 

Mr. Craxron. Going back to the beginning, Mr. Chairman, in 
1953, which as you pointed out in your statement and as I mentioned 
in reading Mr. Dillon’s statement here, the first suggestion of the 
term “defense support’ as far as this history shows was in the Presi- 
dent’s message, Mr. Truman’s message in 1952. 

Mr. Harpy. Did you write that part for him or did you collaborate 
in the preparation of it? 

Mr. Ciaxton. No, sir; I did not. 

Mr. Harpy. I know it is done over in State. 

Mr. Craxron. No; at that particular time, sir, when Mr. Harriman 
was the Director of Mutual Security, statements of this nature were 
coordinated in his office. You will recall that the Mutual Security 
Administration was a separate entity at that time. Mr. Harriman 
was then in the White House in a special position as Director of Mutual 
Security. 

Mr. Harpy. He did not write it, though? 

Mr. Craxton. I do not know. 

Mr. Harpy. Because he put in there what you boys put in his 
mouth, so I am just trying to run this thing down and see what-——— 

Mr. Craxron. No; the answer to your question, as | am trying 
to make clear, is that, at that particular point, the coordination was 
in the MSA, and I would assume—I cannot tell you definitely, | 
would assume though—that drafts submitted to the White House for 
consideration in the usual process were prepared in MSA rather than 
in the Department of State. 
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Mr. Harpy. Now that is entirely possible, but you quoted from 
President Truman’s statement. 

Mr. Ciaxton. Yes, I did; page 2 and the top of page 3 I believe 
are the references to Mr. Truman’s statement, and this is also quoted 
in more detail in the history statement you have there, ‘History of 
Defense Support.” 

Mr. Harpy. My point on the quote question is this: I do not 
know whether it will make any material difference, but there were 
several other quotes in Mr. Truman’s message. 

Mr. Ciaxton. Yes, sir. 

Mr. Harpy. On the subject of what defense support really meant, 
but I want to get back to the question that he started off with. I 
am thinking now about the committees. This statement that you 
have read would lead a reader to believe that the ( ‘ongress—and I 
am thinking of myself as one Member, I am thinking of it in general— 
was aware of the kind of definition of defense support that you have 
outlined here, was aware of the history of the changes in the type of 
projects inc luded in defense support. Ido not think that is accurate. 
It is not a correct picture of the knowledge of the Congress generally. 
Maybe it is our fault. I am not talking about whose fault it is; I 
am trying to understand if I can what really brought about the inclu- 
sion in the term “defense support” of so many strange categories of 
actual expenditure. 

Was it really a feeling on the part of somebody, either in the Depart- 
ment or in the committee or in ICA that “if we call it aid we are 
just not going to get the money, so let’s call it defense support. 
Defense is popular’’? 

Now, how much of that permeated all of the preparations that you 
went through? You were teaching these people who came up here 
to make the presentation. Did you stress to them, ‘You have got 
to put this thing on the basis of defense support, otherwise we are 
not going to get the money’’? 

Mr. Craxton. As I said a moment ago, I do not recall that I had 
any part whatever in this particular development that we are referring 
to, that is in the 1952 definition of defense support. It is conceivable 
that I did. I just do not recall now. 

Mr. Harpy. Let’s go a little further because it was not all-inclusive 
then. 

Mr. Ciaxton. Yes. What they were trying to do at that point, 
and let me say, and I think this is a fair statement, that the executive 
branch has tried consistently to indicate to the Congress the precise 
definitions of and differences between the several categories of the 
mutual security program. You will recall that the President’s mes- 
sage last year tried, as clearly as human language can do it, to differ- 
entiate between the major categories of the program and to explain 
each one. 

The President’s message last year pointed out that there was recog- 
nized confusion which had existed because of certain definitions which 
had grown up in the past, and asked the Congress to make certain 
separations so that the Congress and the American people would 
understand plainly what their money was going for. 

Now I may say that that was not the first time by any means we 
tried to do that. We had in the past. I recall that in 1954 the execu- 
tive branch presented, I beliere, either 7 or 8 different breakdowns 
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within the program, each one trying to make very clear what specifi- 
cally that kind of aid was directed to. Now this was just too many, I 
think, for the Congress to feel was sensible, and actually our proposals 
were cut down to I think 5 or 6, anyway, a couple of them were 
consolidated. 

Now I mention that because we have consistently tried to make very 
clear that there is something which is military assistance and what it is 
for, that close to it is something which we suggested be called ‘‘direct 
forces support,’ because it is economic in nature but it is directly to 
the military for a military purpose. 

Then there was the category of these ‘“common use items” referred 
to in the history which fitted in a little differently. They are eco- 
nomic for a military purpose but some of them can go through the 
economy also, like say gasoline or something of that nature. 

Then there was the general defense-support concept which is the 
only thing we have dealt with in this paper. From the very beginning 
this was intended to be and has been plainly described as being assist- 
ance of an economic nature to support the economy as a whole for the 
purpose of maintaining the military effort or some other properly 
defined purpose close to it. 

Then the next thing over is development assistance, which we know 
runs very close to the edge of defense support and is frequently quite 
hard to differentiate. At one point in the history, as we indicated, at 
least in those countries where we had military assistance programs, it 
was not differentiated, but went in with it. 

Then finally there is technical assistance, and so on. There is a 
whole spectrum of these things which we have been doing because we 
feel it is in the interests of the United States, and the Congress has 
approved them, and they run one against or into the other, and we have 
tried constantly to se parate them out. 

Now, I must say, Mr. Chairman, that I can understand that not 
every Member of the Congress, people who are not dealing with this 
narrow subject all the time, would be continually aware of these 
differences. 

I suppose members of the Foreign Affairs Committee do not know 
too much about housing bills or agricultural bills in detail. 

Mr. Harpy. I think a whole lot of them are not aware of all of this 
stuff either. They may have learned a little something from us even 
during the general debate on the bill last year. 

Mr. Craxton. All I can say as to that, sir, is that we have tried 
hard in these extensive hearings to make this clear. 

Mr. Harpy. Just to show you the kind of thing that I think makes 
it difficult, and this is not critical of anybody, but 

Mr. CLaxron. We understand it is difficult. 

Mr. Harpy. We have been discussing Mr. Truman’s message. 

Mr. Ciaxton. Yes, sir. 

Mr. Harpy. Back in 1952, and we have had some reports, and 
you just mentioned the fact that from the beginning it was rec ognized 
that a lot of economic aid was included in defense support. 

Mr. Ciaxron. Yes, sir. 

Mr. Harpy. But the Truman message, regardless of where the 
ghost writing was done, the last general paragraph before he got into 
the outline of his program sheds a little bit more light on this thing 
and shows a little wider distinction, I think, between defense support 
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and some other types of aid, than some of the other quotations that 
we have from that message show. I think I ought to read that just 
so we understand that the Truman message itself recognized a sharp 
distinction, and this is a quote from it: 

And even arms and defense support together do not provide a full answer to 
the Soviet threat. To believe that they do is dangerously to misunderstand 
the nature of the foe. It is one weapon in the Soviet arsenal of aggression. If 
we ignore the necessity for building morale, political and economic strength we 
would expose ourselves to the danger of Communist gains which could be at 
least as damaging as outright aggression. 

Now he recognized in that statement, at least whoever fixed it up 
did, a distinction between defense support, and he used the term, 
and a necessity for other items of support which he labeled as morale 
and political and economic strength. 

Mr. Ciaxton. That is correct. 

Mr. Harpy. So at least in that message they were not all-inclusive. 

Mr. Cuaxton. No; but I hesitate to comment on it because 
obviously I cannot know precisely what was in the President’s mind 
at the time, but the program at that time and at other times did 
include such other activities as technical assistance, development 
assistance, though it was not called that precisely—in certain of the 
Far Eastern countries, it was called economic assistance, I believe, 
at that time—efforts through the United States Information Agency, 
efforts to stimulate and strengthen NATO through conferences and 
all of the things that you do which are not in the economic field. 
There were many things of course besides military assistance and 
defense support which we then did and now do, to try to do just the 
thing that President Truman has referred to. 

Mr. Harpy. Now, I want to get back to the question raised a mo- 
ment ago. I think it was probably in 1954 or 1955 that we first 
broadened this concept of defense support to include the rather gen- 
erous definition of most any kind of aid. You attended the committee 
hearings and you worked with the witnesses. I think that we will 
find some statements made on the floor indicating that it might be a 
little easier to get the money for defense support than for economic 
aid. Can you give the committee, from your recollection, any indi- 
cation of the origin of the idea that “it would be easier to get the 
appropriations from Congress if we called it defense support than if 
we called it economic aid.” 

Mr. Ciaxton. May I refer, sir, to the more detailed statement of 
the history which appears in the document called History of Defense 
Support. 

As was said in Mr. Dillon’s statement, this document does not pre- 
tend to be definitive. The staff people who have been wor king on this 
and going back into the history have not really had enough time to 
make what anyone would be confident would be a complete statement 
on this subject, but at least we thought that it would be useful to the 
committee on this point. 

Mr. Harpy. Well, now, on page 5—— 

Mr. Cuiaxton. I think that what I had in mind and was going to 
bring to your attention was a little further—let me see your point 
on page 5. 

Well, this is earlier. The time you refer to begins in fiscal year 
1955, on page 9. 
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Mr. Harpy. Well, even on page 5 you said that Congress— 


apparently determined that (excepting technical assistance) all economic assist- 
ance including development assistance— 


and I will skip on down— 
should by definition be ‘‘defense support.” 


Mr. Cuiaxton. Yes, sir; that is right. 

And I was referring you to the fuller explanation on this point in this 
paper, called History of Defense Support, where the subject is dealt 
with on page 9 in some detail. 

Mr. Harpy. Well, let me remark on that, too, I am not too sure 
that a couple of the paragraphs there are consistent with each other. 

Mr. Criaxton. If you will look, sir, at the top of page 10, the state- 
ment—oh, I beg your pardon, sir; are you looking at the document 
called History of Defense Support? 

Mr. Harpy. No. I am looking at Mr. Dillon’s statement. 

Mr. Criaxron. I am sorry; I was not clear. 

Mr. Harpy. Oh, you are on the other? 

Mr. Ciaxton. Yes. 

I said that the statement made by Mr. Dillon is dealt with in more 
detail. That is the background of what is in this other one. 

Mr. Harpy. Well, suppose we skip that one now, and we will 
make a little study of that, and it may be that we can be more specific 
and save some time. I think maybe we had better dispense with 
that phase of it now. 

Mr. Knox. One question, Mr. Chairman. 

Relative to the quotations that have been introduced in Mr. Dillon’s 
statement, specifically the statement said to have been made by the 
members of the Senate Foreign Relations Committee, that: 

The defense-support program will be aimed primarily at economic develop- 
ment— 
and so on; was that something derived from some suggestion that was 
given by your staff, or where does that come from? 

Mr. Craxron. Sir, the statement you refer to, near the top of 
page 6, is a quotation from the report of the Senate Foreign Relations 
Committee in that year. 

Mr. Knox. Well, what brought about the statement? That is 
my question. 

Mr. Cuaxton. The statement is based on the presentation which 
was made by the executive branch to the committees of the Congress 
acting on this bill, in which it was explained what the purpose of the 
aid program was, and what the purpose of the defense support pro- 
gram was, for these countries, and it was based on that presentation 
that they included the sort of thing which is then referred to in this 
statement quoted from the committee’s report. 

This is meant to indicate that the matter was discussed with that 
committee and was recognized by the committee, and therefore 
referred to in its report. 

Mr. Knox. Then, this is just a portion of the overall statement 
which was possibly made prior to this, including that quotation——— 

What I am trying to determine now is how a member or members of 
the Senate Foreign Relations Committee made the statement; what 
brought it up? 
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Mr. Cuaxrton. Sir, each year the Foreign Relations Committee, 
like the Foreign Affairs Committee, in making its report to the Con- 
gress, to the Senate or the House, on the future—on the mutual 
security bill, customarily accompanies it by a fairly extensive report 
which discusses each of the headings in the mutual security bill for 
that year, and explains in relation to each of the categories such as 
military assistance, technical assistance, and so forth, what is included 
within that category. 

This statement was made in regard—and also, these reports cus- 
tomarily discuss programs for individual countries—this statement 
was made in such a context, not by an individual member of the 
Senate committee, sir, but by the committee in its report. 

Mr. Knox. It is in the report, not in the hearings that were held? 

Mr. Ciaxton. The quotation here was in the report. (S. Rept. 
383, 84th Cong., report of the Committee on Foreign Relations on 
S. 2090. The Mutual Security Act of 1955, May 27, 1955, p. 9.) 
Now, whether a precise statement of this nature was in the heari ings, 
I am sorry, I could not tell you, I just don’t know; but the substance 
of what is here was in the hearing. 

Mr. Harpy. Anything further? 

Mr. Brownson. Mr. Chairman, I would still like to know more. 
Mr. Claxton, in working in congressional liaison, in the Department 
of State, have you heard expressed the idea which the chairman 
questioned you about? The idea that money was more easily pro- 
curable from the Congress for aid labeled defense support than for 
aid called economic aid? 

Mr. Ciaxton. Mr. Brownson, I have heard a variety of statements 
as to what it takes to persuade the Congress to give you authority or 
to give you money. 

Mr. Brownson. I imagine that is the understatement of the year. 

Mr. Cuiaxton. The idea is—let me say that I have heard the state- 
ment you have just made. I have also heard people, quite a number, 
tell me, ‘‘Why don’t you come here and say that this aid, all of it, or 
a great deal of it, is for humanitarian purposes?”’ 

There are many people in this country, and I am paraphrasing them, 
who believe that we ought to do this kind of thing. You have heard 
this sort of thing yourself. 

I must say that we—what is the phrase—‘‘We have to call them as 
we see them,” we have to come up here and try to explain to you what 
we believe should be done in 7 or 8 or 9 categories, trying to explain 
precisely how we view these programs, and we do all this, when we 
come before the committees, explain all of this. 

I think these definitions are fairly widely understood. I know, 
as the chairman says, they are not universally understood, but I fear 
that is true of other legislative programs that Congress has to deal 
with, also. 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Any questions, Mr. Reddan? 

Mr. Reppan. In view of the fact that you are coming back tomor- 
row, all I want to know is if you would give us the sources of the 
following statements when you come back. 

On page 2—— 

Mr. Cuiaxton. Are you referring to Mr. Dillon’s statement? 
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Mr. Reppan. Yes, Mr. Dillon’s statement, on page 2 

Mr. Ciaxton. Yes, sir. 

Mr. Reddan (continuing). Where he says, on page 2: “‘* * * under 
the definition established by the Congress.” 

Mr. Ciaxton. Where are you? 

Mr. Reppan. In the second paragraph, first sentence. 

Mr. Ciaxton. Yes. 

Mr. Reppan. Talking about the definition of ‘Defense Support,” 
as established by Congress. I would appreciate it if you would give 
us the source. 

Mr. Ciaxton. Well, what you have here, sir—it is, in effect, a 
statement of what is not, hence there is not any source. First, you 
consider the thing Congress has said it is, and then you leave out 
what it has not said it is, and that is what is referred to there. 

Mr. Reppan. You are not referring to any specific definition set up 
by Congress? 

Mr. Ciaxton. No, sir. 

Mr. Reppan. In any legislation, or any hearings? 

Mr. Ciaxton. No. 

What I had in mind is that which is indicated in a later page, in 
which it is said that assistance which is given directly to forces has 
been called variously “direct forces support,” or “common-use items,”’ 
or even later bracketed into ‘military assistance.”’ 

Mr. Harpy. Well, now, just a minute. Let me see if we can 
buttom this up, this paragraph, where you say what it is and what it 
is not, and what it never has been; that is your interpretation of 
various and sundry hearings—— 

Mr. Ciaxton. Yes, sir. 

Mr. Harpy (continuing). And reports, without any specific con- 
gressional definition? 

Mr. Ciaxton. Precisely, sir. 

Mr. Harpy. All right. What you are actually saying is that this 
is your interpretation of what certain Members of Congress and 
certain members of a committee, either Foreign Affairs or Appro- 
priations, have said? 

Mr. Ciaxron. It is an effort to try to present what you might call 
the central idea, so that we can deal with it, and then to go into it in 
more detail. 

Mr. Harpy. To be sure that I know what we are talking about, 
there has never been, and there is no finalized statement to support 
that paragraph? 

Mr. CLaxton. You are quite right. 

Mr. Harpy. That is as interpreted by you? 

Mr. Ciaxton. To be more accurate, I could not tell you there 
never has been such a statement; however _ it was not intended to 
quote any particular statement. 

Mr. Harpy. That is what I wanted to be sure of, to make our 
record clear; that is all. 

Mr. Ciaxton. Yes. 

Mr. Reppan. On page 3, the last paragraph, the first sentence: 

The Report of the House Foreign Affairs Committee commented that it would 
be futile to limit the use of defense-support funds. * * * 

Would you give us a citation of that, please? 

Mr. Ciaxton. All right. 
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(The citation is: H. Rept. 1922, 82d Cong., report on H. R. 7005, 
a bill to amend the Mutual Security Act of 1951, p. 47.) 

Mr. Reppan. And on page 5, first sentence of the second large 
paragraph there: 

The House of Representatives, however, acting upon the initiative of the 
House Foreign Affairs Committee, apparently determined, 
and so forth. 

Could you give me the citation for that? 

Mr. Cuaxton. Yes. 

That referred to the bill, of course, and this represents the judgment 
as to what it did, in view of the record that was made, and what it 
did after the record was made, and I will give you the reference. 

Mr. Harpy. In other words, I might be in violent disagreement 
with what the House said in that case—— 

Mr. Ciaxton. Well—— 

Mr. Harpy. I mean, your judgment or mine; I don’t know that 
we would be in agreement or disagreement. 

Mr. Craxton. I don’t know that we would be in disagreement if 
you read—— 

Mr. Harpy. And I say that I don’t know, but if it is a matter of 
judgment, there is always a lot of room to turn around in. 

Mr. Criaxton. And that is why the word “apparently” appears. 
It is a matter of judgment. 

We know, of course, what they did, and this is the judgment as to 
why they did it. 

Mr. Harpy. Anything else? 

Mr. Reppan. No. 

Mr. Harpy. You have a quotation there in that paragraph; you 
say: 

The executive branch argued against this broadened definition. 


Where do you find that? 

Mr. Cuaxton. Sir, each year the executive branch presents to the 
committees which hear this bill, in both Houses, an explanation by 
the executive branch of the legislation. This is a section-by-section 
analysis. 

Mr. Harpy. All right. 

But, specifically, where does that quote come from? 

Mr. Ciaxton. It comes in that particular section-by-section anal- 
ysis which was presented to the Senate Foreign Relations Committee 
in that vear. 

Mr. Harpy. What year is that; 1954? 

Mr. Ciaxton. 1954; yes, sir. I will get you the precise citation. 

Mr. Reppan. Is this something in addition to the presentation? 

Mr. Cuaxton. Yes, sir; it is. 

Mr. Reppan. Have you a copy with you? 

Mr. Cuaxton. I do not have a copy with me. 

Mr. Reppan. Would you bring one tomorrow? 

Mr. Cuaxton. Oh, sure. 

Mr. Reppan. If you will, please. 

Mr. Harpy. Well, then, thank you, Mr. Claxton. We will get 
back to you tomorrow. 

Mr. CiaxtTon. Yes, sir. 
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Mr. Harpy. Mr. Smith, the committee wants to welcome you here 
this morning. It is the first time we have had the pleasure of a visit 
from you since you took over as Director of the International Co- 
operation Administration. 

I would like to say to the members of the committee that I had the 
pleasure of knowing Mr. Smith and seeing him, once in while, when 
he was working with the Navy, and we are delighted to have his services 
back here in the Government. He was away for a time. 

The committee wants to extend a welcome to you, Mr. Smith, and 
I know that our working together will be cooperative on both sides and 
aimed at an accomplishment which will be mutually helpful. So, we 
are glad to have you. 


STATEMENT OF JAMES H. SMITH, JR., DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Smrrxa. Thank you very much, Mr. Chairman. I welcome 
this opportunity to be heard and to meet with you gentlemen for the 
first time and to hear your views, and any questions on some of these 
problems which I will have the responsibility for working on. Naturally, 
it is very important to me that we come to an agreed position on these 
definitions. 

Mr. Harpy. Do you have a prepared statement with you, Mr. 
Smith? 

Mr. Smiru. No, sir; I do not have a prepared statement. 

I received your invitation to present myself here, and I thought that 
it would be better just to come up here and answer any questions you 
might have, rather than giving you any particular prepared statement. 

Mr. Harpy. Well, that is very fine. 

I think, pursuing Mr. Brownson’s very constructive and helpful 
suggestion, maybe we ought to ask if you would give us a little back- 
ground information, because I think maybe some of the members of 
the committee may not have had the contact that I had with you 
when you were in the Navy. 

Mr. Smiru. I would be glad to do that. 

I am sorry to say that I have not met most of the members of the 
committee before, because I have been working in the Government 
in things other than your field. 

I was born in 1909, in New York State. I have a Harvard degree, 
and a Columbia Law School degree. 

My principal business has been in the aviation world. 

I was involved in the development of international airlines across 
the Atlantic, as far out as Calcutta and through Africa down to 
Johannesburg, and I became vice president of Pan American Airways. 

My business career was interrupted by the war, as it was in the 
case of most of us, I guess, and I left the company to go into the 
service of the Navy, where I had been in the Reserves for a long 
time, and I was a pilot in the Navy during the full run of the war. 

When I came back, I resumed my activities for Pan American Air- 
ways. I conducted many negotiations, on a commercial basis, with 
foreign countries. 

I then left the company after the completion of the first commercial 
around-the-word service, and have engaged in a variety of businesses 
since then, and I have moved my residence to Colorado. 
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Amongst the various things I did was to continue negotiations 
with various governments on a number of matters, but largely on 
behalf of the Government rather than on behalf of private business. 

And I participated in a number of negotiations for military bases 
overseas, and that was the one thing that began focusing my atten- 
tion in this direction. 

I then became Assistant Secretary of the Navy for Air, which in- 
cludes in that office all research and development work, development 
of atomic energy, nuclear propulsion, new weapons, and that sort of 
thing. 

I spent 3 years in that position, during which time I became rather 
conscious of the fact that we were developing an enormous amount of 
effort toward the development of weapons of destruction and certain 
defensive systems, and that in the meantime we might be subjected 
to an end run by some political and economic device that would be 
conjured up by the Communist bloc. 

When I left the Government, I had no intention of coming back to 
this particular work, but the next thing I knew, a year and a half 
later I was asked if I would come back and take a look at what the 
Soviet were doing in the economic field, particularly—and that is 
what I am here doing. 

Mr. Harpy. Any questions? 

Mr. Brownson. No questions. 

Mr. Reuss. Do you mean questions of Mr. Smith in general—— 

Mr. Harpy. I thought that we could start off with the general 
ones, if you would like. 

Mr. Reddan has 1 or 2 to get started with, and I think it might be a 
good idea to let him go ahead first on the general subject matter. 

Mr. Reppan. Mr. Smith, I thought it might be well if we could 
have on the record in the beginning your definition of defense support; 
what defense support is, as you understand it. 

Mr. Smirxn. My definition of defense support is going to depend 
on what the agreed definition is by the Congress and the executive 
branch. 

Mr. Harpy. Well, do you know what that is? 

Mr. Smiru. What I am gathering here in this meeting is that we 
are not in agreement, and we might as well state quite clearly here that 
if Congress and the executive branch do not come to an agreement 
on this, you are leaving the Administrator in a rather difficult position. 

The only funds I have are made available to me by Congress, 
and if the objectives for the use of those funds are not quite clear 

Mr. Harpy. You might be interested in seeing the varying defini- 
tions that we were given. I do not think that any two of them came 
close together. And that is why we are sort of perplexed. 

Mr. Brooks. Pardon me; might I ask a question? 

Mr. Harpy. Yes. 

Mr. Brooks. Why don’t you rephrase this and ask him, ‘“‘What in 
your mind do you feel now is the authority that you operate under, 
the definition of defense support that you now take to be the agree- 
ment between the executive and the legislative branches, the definition 
you are now operating under?” 

Mr. Harpy. Maybe, if I could rephrase that just a little bit, with 
your permission? 

Mr. Brooks. Yes. 
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Mr. Harpy. Do you have in your mind a clear definition as to 
defense support, as your agency is operating? 

Mr. Smiru. Well, subject to that condition, that I have not seen 
my entire agency in operation. As you know, I have been in office 
for some 3 months, and I have not been in the field except for less 
than 12 days in 4 countries, and consequently I do not have the type 
of information as to what the various individuals might think defense 
support meant, such as you gentlemen gathered as you traveled 
around through the field. 

Mr. Harpy. Well, let us see if we can come down a little bit closer 
home and be a little bit more definitive. 

The budget that your agency just sent up to Congress had an 
item of $865 million for defense support. Now, somebody had to 
have some idea of what it was going to be, in order to arrive at that 
figure, unless they just pulled it out of the air. 

Mr. Smiru. There is no question about our having an idea. The 
question seems to be whether the Congress and the various people 
involved in the development of our budget proposals agree on the 
definition of defense support. 

Mr. Harpy. Well, then, can you tell us, in words that we can 
understand, what the definition was that formed the basis for fixing 
this level of $865 million? 

Mr. Situ. Yes. 

This is the amount of money which we believe is necessary in 
economic aid to support the countries where we are requesting a 
military effort for our mutual defense. 

That, obviously, is an abbreviated statement, and what I say here 
has been spelled out in great length elsewhere. In my opinion, any 
abbreviated statement is going to be insufficient. 

Mr. Harpy. Now, you said to support countries where we have 
military-assistance agreements. Of course, the keyword there is the 
word “support,’’ and I do not know what that means—politically, 
economically, militarily, or what? 

Mr. Situ. As far as I am concerned—within the limits of my 
responsibility—I am talking about economic support. 

I would say that a project which was designed to maintain the 
economic stature of the country, to prevent detriment to itself as the 
result of military requirements we have asked them to undertake, is 
what we are talking about. 

Mr. Harpy. Well, in other words, are we limiting our definition to 
the support that is necessary to enable them to carry out their military 
commitments? 

Mr. SmirH. You must recognize that to enable them to carry out 
their military commitments may mean that you may have to bolster 
up other than the military side of their activities, you may have to 
bolster up their economic side, you see. 

Mr. Harpy. And the sociological side. Would you go that far? 

Mr. Smiru. Well, that is a pretty broad word for me, Mr. Chairman. 
I would like to confine my remarks to economic matters. 

Mr. Harpy. I would, too; I would like to confine our program to 
economic matters. 

Go ahead, Mr. Reddan. 

Mr. Reppan. What I was trying to develop here, Mr. Smith, was 
to find out what you were trying to accomplish with this item of 
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defense support; and to do that, I thought that we should get a basic 
definition. 

As I understood it, originally defense support was to supply raw 
materials, foreign exchange for military effort to fill the military- 
induced shortages in the civilian economy. 

In other words, when we put the NATO countries under a certain 
strain—there is a strain on the economy of the country—under defense 
support we could take up that strain. 

Do you agree with that statement? 

Mr. Situ. You are now asking me if I agree that defense support 
is designed to take up the strain that is imposed by the military 
requirement? 

Mr. Reppan. That is right. 

Mr. Situ. That is not far from a good definition 

Mr. Reppan. Now 

Mr. SmirH (continuing). But you mentioned earlier, doing this 
by the use of raw materials—I don’t think there is a restriction on the 
type of things that you do in order to accomplish your objective. 

Mr. Reppan. Well, what I was leading up to was this: In your 
defense support budget for this year, and for last year, it ran close 
to $1 billion. Could you tell the committee how much of that was 
going to go into the economy of the country for which the program 
was set up? 

For instance, in Cambodia, let us}take that one for example, you 
have a large road project there, running to several million dollars. 

Now, in setting up your defense-support program, do you determine 
how much of the money you spend on that road is going into the 
economy of the country to help support the military objectives which 
they have? 

Mr. SmirH. You are asking if we take into consideration, what 
economic impact 

Mr. Reppan. That is right; what economic impact. 

Mr. Situ (continuing). The roadbuilding program will have 

Mr. Reppan. That is right. 

Mr. Smiru (continuing). Over and above its military significance? 

Mr. Reppan. That is right. 

What portion of that road program could we say would constitute 
defense support in Cambodia, when you consider the amount of money 
which goes to, say, the American manufacturers for procurement, or 
the American contractor, plus the fact it is a project which will take 
several years to complete. As of the time of the budget presentation 
of any given year, have you determined how much of the funds that 
you are requesting under defense support will actually go into the 
country during that year for defense-support purposes, as defined? 

Mr. Situ. You certainly would make a determination of what 
effect the local expenditures, as distinguished from the expenditures 
overseas, will be on the economy; and, in addition, what usefulness to 
the economy will be served by the development of that road. 

I am not familiar with the road you are speaking of. I am talking 
about roads, or communications systems in general. 

Mr. Reppan. Well, what part of this defense support program do 
you expect to have an immediate effect upon the economy of the 
country, that is, within the year for which the appropriation is made? 

Mr. Smiru. I feel that it would be extremely difficult to break this 
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down. You would have to break it down country by country, and 
I am sure some of it is not going to take effect within 2 or 3 years, 
maybe 5 years, some of it. You know the projects better than I do. 
Some of them obviously will not produce income, if that is what you 
are talking about, for a number of years. 

Mr. Harpy. I think that perhaps we can shorten this along this 
particular line by being a little more direct and to the point. 

There is a feeling on the part of some of us that a good many of 
the projects undertaken in a lot of these countries are based purely 
on political considerations and decisions. Perhaps some of these 
decisions result from an attitude like “In order to keep this fellow 
on our side, we have to build him a road or build him an airport, or 
something like that.” 

How do you measure that kind of stuff? It is a rather farfetched 
thing to call that defense support, in my book. 

Now, it may be very important that we find some way to keep such 
countries in our corner, but it is not defense support by any stretch 
of the imagination, to do some of the things that we are doing under 
that label. 

The thing the committee is trying to determine in this questioning, 
the point Mr. Reddan has raised, is, do you have any sound and 
reasonable guidelines for the determination of these projects that 
may properly go into the category of defense support; are we requir- 
ing that these projects actually contribute significantly to the 
economic strength, or is it just a boondoggle to keep someone on our 
side—and there is plenty of that, too, Mr. Smith. 

Mr. Smita. Well, I would say this: That, as far as I am concerned, 
I would object strenuously to seeing money spent, anyone’s money 
spent, to do something that does not have a good prospect of firming 
up the economy of one of these countries. If we are doing it for some 
other purpose, then 1 would worry about that as an improper ex- 
penditure of our money. 

After all, our ultimate objective, as expressed in the act, is to 
enable these countries to achieve an independent economy, and if 
we don’t direct our funds toward doing that, then we are making a 
mistake. 

Mr. Harpy. And, of course, we might argue that unless we keep 
them on our side we have not done anything, either; so it may be 
that, for political reasons, we have to do some of these things. 

But the thing that bothers me is, how do you call them defense 
support? 

Mr. Smirn. Oh, I am certain that there are obvious political 
reasons for taking action in many of these countries. 

Mr. Reppan. Well, in establishing your aid for any country under 
the item of defense support, do you take into consideration political 
factors? 

Mr. Smith. You are talking now to me, as ICA? 

Mr. Reppan. That is right. 

Mr. Situ. I would confine my people to the extent that you could 
separate things to thinking about the economic problems, and leave 
it up to the Department of State to be thinking about these political 
problems. 

Mr. Harpy. Well, that is good, but do I take it from that that if 
the Department of State decides to take a particular political item 
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that they wanted to include in the category of defense support for 
political purposes, you would think it was proper for it to go into 
defense support? 

+ Mr. Situ. No, I don’t think that is the case. 

} Mr. Harpy. Well, that is the question I was trying to establish. 

{ Suppose, then, that in this budget you have up here now there are 
items that somebody has to stretch the imagination a long ways to 
find any really economy-building aspects in or any direct relationship 
to the military effort. 

Are you going to be surprised if a bunch of them have been in- 
cluded that are purely political? 

Mr. Smit. I am not sure that I understand the question. You are 
asking me if I am going to be surprised if I find a project for next 
year’s budget that has nothing but political impact? 

Mr. Harpy. Under defense support. 

Mr. Smiru. Under the defense-support category. 

I am not going to predict what is in there at the 10ment, Mr. Chair- 
man. 

Mr. Harpy. Well, I don’t know, but I would be pretty sure that 
they are there. 

Mr. Smiru. I realize I must recognize you cannot separate actions 
that have economic effect from others that have political effect, and 
this is a practical problem we have to face. 

Mr. Harpy. And where the degree of economic effect is minimal, 
it is a little difficult sometimes to comprehend. 

Mr. Smiru. Well, sir, I am going to be faced sometime, without 
any question, with the fact that some country is being subjected to a 
very fine offer from the Soviet Government, for example, and I will 
be asked, can | come up with something that will offset the Soviet 
influence. 

Now, even if I come up with a good project that is going to bolster 
up the economy of that country, I might do it honestly for the im- 
mediate political effect. 

Mr. Harpy. Well, now, that is just exactly the point where maybe 
we can begin to understand a little bit the way this thing works. 

Under such a circumstance, do you feel that that is properly called 
defense support, or should it be called something else? I am not 
talking about whether it ought to be done; I am just talking about 
what name it ought to carry. 

Mr. Smirxu. Well, under such a case as I mentioned, that money 
would normally come out of special-assistance funds. I would say 
that without any deep knowledge, but my thinking would be that it 
would get under special assistance. 

Mr. Mnaper. Mr. Chairman? 

Mr. Harpy. Mr. Meader. 

Mr. Meaper. Since the definition of defense support seems to be 
in confusion, and since it may be a pretty broad one, perhaps we can 
look at it this way: 

Is there anything that you think would not be a proper expenditure 
under the label of defense support? 

Mr. Smitn. How much time have you got? 

Mr. Meaper. Is there anything that could not properly be labeled 
defense support? 

Mr. Sir. Well, innumerable—you cannot indicate what type of 
things would not be proper. We are now talking about magnitude. 
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There is certainly a point beyond whicli you cannot go in puttin 
money into these countries and be in defense support, but 1 woul 
hesitate to say that under no circumstances should defense support 
be used for a road or a school or to import some foodstuff, or any of the 
innumerable categories that you have discussed here. 

Mr. Mzaper. In other words, the limit is not as to the type of 
expenditure or the type of project, or the type of program—almost any 
program could be appropriate but it is the level that makes it properly 
defense support? 

Mr. Smiru. I will put it in the reverse, sir: That we should not limit 
ourselves as to the type of program, but you must limit yourself as to 
the level. Having established the level, then you do those things 
that are considered in the judgment of all the people that look at these 
problems. ‘This includes my economic people, the political people of 
the Department of State, the military people, and so on, to determine 
what will best accomplish your objective. 

Mr. Meaper. Well, as I understand it now, you are talking about 
levels; but whether you spend $1 million or $100 million, that is the 
level you are talking about, is it not? 

Mr. Smirn. Yes. 

Mr. Meaper. Well, I don’t know; why should that be a proper 
factor in the definition of what is or is not proper defense support? 
I mean, if you spend $100 million and call it defense support, it does 
not become something else because you spend $200 million? It is 
just more of the same thing, is it not? 

Mr. Smiru. No, because there you are going beyond the prescribed 
objectives you were told to carry out. 

In other words, I am told to achieve the economic stability in the 
country that would prevent it from retrogressing as the result of our 
military requirements. Now, the moment I go beyond that, I am 
making an improper expenditure of funds, because the funds were 
made available only for that objective and not beyond. 

So, I am more concerned with that than I am with what precisely 
to do with the funds within the properly established level. 

Mr. Meaper. In other words, then, my original question is: You 
cannot think of any specific type of expenditure which would be ruled 
out as not being a proper expenditure under the heading of defense 
support? 

Mr. Smit. Well, I could. I am sure there are lots of things we 
would never do under defense support. I just cannot give you a list 
of them, now. 

Have you got some particular thing you would like to inquire about? 

Mr. Meapver. Well, I was just trying to see if there were any 
limits to this definition, ane L thought that since we have not been 
able to say, 1, 2, 3, 4, 5, 6 categories compose defense support, and 
beyond that it is not prunes defense support, I thought that maybe 
you could get at it in another way, and see if there is not something 
that could not be properly classified as defense support. 

Mr. Smit. Well, I would take out all the activities that do not 
give some indication, a good indication, of making the economy of 
the country sound. 

Now, we obviously are not going to go into so-called boondoggling 
activities. You are not going to encourage the import of items 
that are not useful to the economy. 
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This subject has come up before, this question of encouraging the 
importation of luxury items, and things like that. That certainly 
is none of our business at all. That does not provide great strength 
to the economy of a country. 

Mr. Meaper. Wait a minute. 

We have testimony that in Saigon that is exactly what was per- 
mitted, the importing of Cadillacs to generate local currency. 

Mr. Brownson. And the reason given us was that our mission 
people felt there was a vital need to generate more counterpart, and 
the importation of luxuries was the way to generate counterpart. 

Mr. Saitu. That is a situation I do not know about. It does not 
fall within my definition of what should be done. 

Mr. Brownson. The generation of counterpart was for the pay- 
ment of troops and the support of the Vietnam military establish- 
ment, a cause we do not have any argument against. 

Mr. SmirH. And the generation of counterpart may be a very 
legitimate and essential part of our business,but the manner in which 
it is generated, certainly we ought to look at—frankly, this is the kind 
of activity I just would not have thought of as something 

Mr. Brownson. Well, that’s the trouble, the tail wags the dog. 
Where counterpart was originally conceived as the byproduct, as in 
Europe, now it becomes the major consideration, and it means that 
your economic aid to generate counterpart now becomes a byproduct. 

Mr. Smrirtu. I will make a little statement about that situation you 
describe. I do not happen to have personal knowledge of it, but to 
me this is just exactly the sort of thing that you do not do, bring into 
a country which does not have its own oil production, a Cadillac or 
any other machine, which immediately creates a demand for foreign 
currency itself to keep it running. That is going in the wrong direction, 
in my opinion, and particularly some vehicle that does not do any 
work in the country. 

Mr. Meaper. Mr. Smith, you last answer to the question I raised 
about limits of defense support seems to me to indicate that it was 
based upon someone else’s judgment as to the utility of the expendi- 
ture in promoting the economic stability of the country, that if it 
would promote the economic stability of the country it was a legiti- 
mate expenditure under the heading of defense support, regardless 
of the type of project or the type of product which was bought with 
our dollars—did I understand you correctly? 

Mr. Smiru. No, because the thing that is imported in the country 
has its effect on the economic stability as well as the counterpart 
that you generate by this. 

Mr. Mrapver. But I mean, the test of whether it is or is not a proper 
expenditure under defense support is whether or not the expenditure 
contributes to the economic stability of the country that we are 
attempting to assist? 

Mr. Suitu. Contributes to the maintenance of the economic sta- 
bility—that is the basic test; yes. 

Mr. Meaper. Well, there are differences of views among trained 
economists, and we are going outside the field of trained economists 
and getting into the views of politicians. There may be just as many 
views on what does contribute to the economic stability of a country 
as there are individuals. That is a pretty nebulous standard, is it 
not, to govern the expenditure of United States public funds? 
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Mr. Smrru. I don’t think it is too nebulous, no. 

Mr. Meaper. Well, now, I recall a project, and perhaps some of my 
colleagues do also, about wanting to harness the tides up in Maine, 
and you should hear them argue that it would be a great thing. 

There was another group that wanted to build a ship canal across 
Florida, and they were perfectly sincere men, and probably had what 
seemed to them sound arguments for those expenditures, but a lot of 
people disagreed with them, and those projects have yet to come into 
being, although I guess we did authorize something to harness the 
tides in Maine. 

What I am trying to get at is, if the way to determine what is appro- 
priately expended under the item of defense support, the heading of 
defense support, depends merely upon an economic judgment of an 
individual, and not necessarily an expert individual, is there any limit 
at all in the definition of defense support? 

Mr. Situ. I think that in these countries we are talking about 
now, which are the ones to which our program is directed—you have 
enough things that are clearly within an agreed definition of economic 
usefulness so that you do not have to devolve into the area you just 
mentioned, sucb as the harnessing of the tides and things like that. 

In other words, there are many things that can be done in any one 
of these countries, and there are many of those things we will not do, 
they are beyond the scope of our authority, and I would stress picking 
those that can be shown to have the optimum economic effect. 

Mr. Mraper. Well, let us just assume a hypothetical case, to be 
specific now. 

If it were presented to you that a highway costing approximately 
$25 million was suggested to be built in a certain country, but that 
there was no military or economic justification for that highway, 
would that, in your judgment, be a proper expenditure under the head- 
ing of defense support? 

Mr. Smiru. You stated that there was no military justification and 
there is no economic justification? 

Mr. Meaper. Economic justification, in the sense that there will 
not be enough traffic to justify that type of highway. I am not talk- 
ing about a contribution of $25 million generally to the economy; 
what I am talking about is the specific usefulness of the highway as 
an artery of transportation. 

Mr. Situ. In other words, upon completion of the highway, there 
will be no new economic activity generated within that country? 

Mr. Meaper. Not at the present time. What may happen in the 
future is 

Mr. Smrin. Not foreseeable? 

Mr. Meaper. That is right. 

Mr. Smiru. I will say that I would just be amazed if you could not 
find other projects of much greater use in the economic field to under- 
take than that. 

Mr. Harpy. Well, now, that gets right into the question of how you 
interpret the word “specifically,” and the act says, “specifically 
designed.” 

Now, how do you get such tenuous programs included as having 
been specifically designed to assist the military effort? It may have to 
be done deliberately, and on the basis of some of these things we have 
been talking about, certainly the extent to which you sustain an 
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increased military effort would have to be pretty small, and I think 
that the act says specifically—you see, what is bothering us, Mr. 
Smith. I would like awfully much if you could give us a little bit 
better definition as to how to interpret defense support and how to 
apply it in the field, because your people in the field have not the 
remotest idea of any limitation. 

I will read to you 1 or 2 quotations. In one country, after discussing 
the various and sundry purposes for which defense-support funds 
were used in that country, I said to your mission director: 

“On that basis, every governmental function in the Philippines is 
tied to defense support, then,” and I asked: “Is there any distinction 
you can think of between that and any other function of govern- 
ment?” and he said, “I cannot answer that.” 

Now, we have a similar situation in another case. Here was an 
Ambassador who used a different criterion, and he said, in effect, 
that in his country they used a different basis for determining the 
usefulness to defense than in the United States. The objective is a 
strategic objective, so, “If we label everything we do as defense 
support, there is a certain justification for it, perhaps remote, but 
there is a certain justification for it.” 

And that is the end of his quote. When he was asked if there is 
any item in a country’s budget that could not be included in defense 
support, under the diGnition: the Ambassador said, “‘Possibly not.” 

Under that interpretation, you could include every single item in 
the country’s budget in the category of defense support. That was 
one of our Ambassadors who gave us that information. 

Mr. Samira. Mr. Chairman, I think it is necessary at this time to 
point out that no one individual and no one agency of the Govern- 
ment makes a final determination. So, if you ask the Ambassador 
or if you ask the general or if you ask the economist, then you may 
get their views in particular. 

Mr. Harpy. And that is why it is important that we get yours 

Mr. Situ. The decision as to how this is going to work comes as 
the result of consultation in the field between the political, economic, 
and military people with their own individual countries. It is re- 
viewed here with regard to the feasibility within the American 
economy, whether we can support this kind of a program or not, 
whether there is a proper balance of military and economic impact 
here, plus the political impact. 

I think we are, I will say, reasonably safeguarded from having the 
view of any one of these individuals govern the decision as to what 
Peneet is going to be accepted. 

Mr. Harpy. Well, now, that is why it is so important that you 
have a very definite policy as a guide to you as to what you are going 
to approve. We are trying to get an expression of your policy and 
you pass it right back to Congress and say that you did not know 
what the agreement was between Congress and the ICA 

Mr. SMirH. No; wait a minute. 

Mr. Harpy. Well, maybe I misinterpreted what you said, but that 
was my interpretation of it. 

Mr. Samira. I happened to arrive in this office that I am in today 
about the time that your mission was going overseas, and obviously 
it was of interest to me to hear that your team was going out to look 
at this particular problem, because, as I indicated earlier in this hear- 
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ing, I must know that we are in agreement on a definition, because 
if we are not, then what we are endeavoring to do in these countries 
simply is not going to work because the appropriation will be taken 
away next year. 

So I am here in two capacities. One is to try to give you as much 
information as I can; and second, and more important, possibly, 
from my point of view, is to see if we cannot reach an agreement 
that is acceptable over the long term of what our objectives are, the 
basic objectives—and those I assume today are clearly described 
in the Mutual Security Act, including the way they are divided up 
into compartments, such as technical assistance, defense support, 
and the other ways and means we have of labeling the funds that we 
expend. 

Mr. Harpy. Well, I think that is very fine, but 

Mr. Smiru. I could take all these definitions that have been given 
to you by individuals, if you would like, and state where they differ 
from my own feeling. 

Mr. Harpy. Well, I don’t think that is really the important thing, 
Mr. Smith. 

The thing we are trying to develop here is why there can be such 
a wide variety of applications of defense-support funds; why your 
key people who have the responsibility for submitting requests, 
deve ‘loping projects, developing these various and sundry activities 
that go in this category, and prepare the original budget request 
I presume, why they have such a wide variation in the ‘things that 
they consider should fit into this category. 

Certainly, if there were any uniformity or guidelines or policy from 
the Washington level, then there should be some reasonable uniformity 
of understanding of what is permissible by the top field people, both 
in the ICA and the State Department. 

Now, just to give you an illustration of the problem, I have a paper 
here where one of your directors said that— 





USOM has three objectives. First, to support the defense effort— 
now, this is a defense support item that he is talking about 


first, to support the defense effort; second, to promote economic development; 
third, to improve public administration, public service, and economic development 
planning. 

That is a mission director. 

Here is another, a deputy director serving as acting director, and 
this is his quotation— 

Mr. Meaper. I think you ought to point out he is not on defense 
support; the last one is technical assistance 

Mr. Harpy. Well, maybe that is one program where technical 
assistance is included in defense support. 

Mr. Smiru. If | may interrupt, that third item is technical assist- 
ance; I would support that. 

Mr. Harpy. And then another acting director said: 





The idea was in presenting the program to Congress, as I understand it, that the 
defense support would be limited strictly to the imports required to maintain the 
economy at the present level. 

That is another variation, you see. There could not be that much 
confusion amongst all of the top people in the field if everything were 
uniform in Washington. 








36 DEFENSE SUPPORT FUNDS 


Mr. Smiru. Well, sir, the first thing in the first paragraph of the 
first letter that I wrote to the mission directors was to direct them to 
read the Mutual Security Act, with particular reference to the objec- 
tives set forth in the act. 

Mr. Brownson. Mr. Chairman, I think that the thing that has 
bothered us now that we’re back is that we saw these people in the 
field who were doing a pretty impressive job, and yet there seemed to 
be this utter confusion that stemmed from the lack of clarity in the 
directives from Washington. We were impressed, as a whole, by the 
caliber of those people. 

When the country team got ready to have their State Department 
people prepare their part of the program and the ICA people prepare 
their part and the military people their part, there seemed to be a 
lack of real interest among each of those 3 as to the-other 2 parts. 
There was a general feeling that the other fellow had done a good 
job. With the amount of detail involved for each in preparing his 
own part, he felt that reviewing the whole program was so insur- 
mountable that he was justified and had fulfilled a very real objective 
when he got his own job done. 

As the result, when we asked the military what they knew about 
defense support, almost universally they would say, ‘“That is in the 
hands of the economic-aid people. We don’t have anything to do 
with that except to go over it hurriedly with the country team. We 
just take it for granted that the others are doing a good job.” 

Fundamentally, if the home office in Washington is depending on 
clarification of the use of these labels to arrive from the country teams 
through their consultation on these papers, I think they are being 
eiieh Generally speaking, each member of the country team is so 
occupied with his own particular province that you are not getting 
the benefit of their careful appraisal of an overall survey. It appears 
that the State Department people seem to be too sure of what the 
ICA does, and the ICA is too sure of what the military does, and the 
military is too sure of what State Department does. So, review as a 
country team is a nice euphonious term—but it is one which did not 
have much reality in the overall process. 

They may all three of them have been good people; I am not im- 
pugning their motives. But the way the things are working, each 

ets so bogged down in his own paperwork, there appears to be very 
ittle real consultation when the review is coinpleted. 

Mr. Harpy. I think, actually, that is a very good summation of 
what we found. 

The country team does not sit as a team, other than to O. K. each 
of those requests. I don’t recall any place where there was any 
detailed collaboration or working together to determine what is 
proper in the respective area. 

Mr. Brownson. I think we found more detailed collaboration in 
Spain than anywhere else. In many of the other areas I got the idea 
the country team gets together for a couple of afternoons, and that 
they sort of philosophically go over the plans and that there were 
very few corrections or different points of view brought into play 
in this survey of the overall program. 

Mr. Harpy. I have one more Director’s observation that we might 
throw in the hopper. He said, when questioned about defense support: 
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Each of these programs we have is considered vital to the economy of the 
United States of America. 

Well, that is a very, very fine statement—any program that is 
considered necessary in military construction, especially to protect 
the flank of NATO—and he goes on to say that this program cannot 
be carried on because of the mechanical difficulties, because this 
country imports goods on a different basis than any other country. 

And then he says—and this is very illuminating, and it has to do 
with imports in this particular case: 

There is very little economic justification for aid, in my estimation. The 
justification for aid lies wholly in the realm of mutual security. These decisions 
are made ata high level. These decisions are made at a different level than mine. 

Of course, we knew that, but the point is that the mission director, 
sitting there with the rest of his country team present, obviously 
entertained some considerable doubt about the justification of the 
money he spent over there. 

So, it is an awfully botched-up situation, Mr. Smith, and I don’t 
know where we are coming out of it. ButI do hope there will be some 
sort of way that we can get a little clearer understanding of the 
definition of defense support that you are applying, and how you are 
applying it, and how you interpret the word “specifically.” If these 
things are not clear to you, your people in the field are not going to 
have a very good idea of it, either. 

Mr. Meaper. I had just one general question. This has to do with 
your newly assumed responsibility, Mr. Smith. 

I understood that when Mr. Hollister became Administrator, 
under the civil-service laws, or whatever it may be, he was able to 
bring with him only one person; that, by and large, he took over an 
existing organization. 

I have heard it said by some people in Government circles that the 
ICA is run by three ghosts: Hoffman, Harriman, and Stassen. 

Now, I would like to ask you—— 

Mr. Saira. I don’t know that I am of the view that you are—re- 
ferring to them, as ghosts, at this moment 

[Laughter.] 

Mr. Meaper. Well, my question to you is: Do you have discretion 
in making changes in personnel that have responsibility in ICA, and 
particularly, do you have to take over an existing organization, or do 
you have some latitude in making personnel and organizational 
reforms? 

Mr. Sortu. I believe that I have the normal latitude of a manager 
of a company to change the senior people around at my discretion. 

Mr. Meraper. Have you brought in the organization with you 
people who had worked with you, whom you had confidence in, in 
other connections? 

Mr. Smiru. No. 

I have been here for some 90 days now, and I have been evaluating 
the people. Perhaps I spend more time looking at the people than [ 
have the organizational problems you are discussing here today, be- 
cause I am convinced you have to have highly qualified, highly compe- 
tent people in this job, and I am sure that we have. 

You have to meet those people in the field, to talk to them in 
Washington, and you come to know them. 
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Now, you cannot go in and just make snap judgments about the 
validity of a man’s thinking or his integrity. 

So, I am proceeding rather carefully. I am making certain people 
move around so that they get exposed to the field and to headquarters 
for experience and for rounding out their training, as I would in any 
normal organization, and I will introduce new people into the organi- 
zation at the same time. 

Mr. Mraper. But you do not feel that the civil-service laws are a 
restriction or hamper you in making whatever changes and reforms in 
personnel and organization you think may be necessary? 

Mr. Smiru. I could make all sorts of changes. Now, when you 
mention reforms, I am not quite sure what you are thinking of. 

Mr. Mraper. Well, I am speaking of improvements, let us say. 

Mr. Smiru. Yes. 

No, I don’t—I have not run into any obstacles or limitations, or 
any thing of that nature, that would indicate it was not quite possible 
to change the personnel | or change the philosophy within the organiza- 
tion to the extent that it is considered desirable to do so. 

Mr. Brownson. It will be interesting to hear Mr. Smith 6 months 
from now, when he is trying to make some personnel changes, and 
see if this still holds true. 

Mr. Harpy. I think we are going to have to adjourn. We will 
come back about 2:30. 

Now, Mr. Smith, there are a couple of things that we would like to 
get a little more specifically from you before very long. One is a little 
clearer definition, or your own idea, of what defense support is, how 
you intend to apply it, and how you have applied it. 

I would like to have a clearer picture of your interpretation of the 
word “specifically” in the act, and what procedures you are using to 
apply that, because its application in the field, as of about the time 
you came in, was as varied as the people that were making it. 

Unless we have something from the top to go on, we don’t have 
anything to test the application against. Unless we know how you 
are interpreting “specifically,” and what test you apply to it, and 
what you told your people they have to use in applying it, we cannot 
measure how this thing is being administered. 

It may be unfortunate that we were not able to get the same kind 
of an answer from your predecessor, because then we could have 
tested his answer against what was going on while we were there. 

But we are going to need to have a little clearer picture from you 
as to what these things mean in your mind than we are getting here 
this morning. 

So, I would like for you to explore that a little bit, and frankly, I 
hope it is clearer than the one that Mr. Claxton gave on behalf ‘of 
Mr. Dillon—and that was not clear, in my book. Maybe we will 
clear it up. 

So, we will adjourn until 2 

(Whereupon, at 12:30, the subcommittee recessed, to reconvene 
at 2:30 p. m. of the same day.) 


AFTERNOON SESSION 
Mr. Harpy. The subcommittee will come to order. 


We will try to get a little bit of the Defense Department’s feeling 
about the matters that we have been concerned with. 
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Mr. Reppan. Mr. Holcombe, will you give the reporter your full 
name, your position, and a brief background? 


STATEMENT OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF 
PROGRAMING AND CONTROL, OFFICE OF THE ASSISTANT SEC- 
RETARY FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


Mr. Hotcomse. Iam John L. Holeombe. I am the Director of the 
Office of Programing and Control which schedules military assistance 
programs under Mr. Mansfield Sprague, the Assistant Secretary of 
Defense for International Security Affairs. I have been in that posi- 
tion for pretty close to 2 years now. Prior to my present assignment 
I was Deputy Comptroller of the Department of Defense under 
Mr. MeNeil. 

During the last 3 years with Mr. McNeil I was stationed in Europe 
as his Deputy for Europe, particularly concerned with military assist- 
ance and our other problems in the overseas areas, mostly in Europe 
and the Near East. I also spent several months with Ambassador 
Van Fleet and Mr. McNeil in the Far East on the Van Fleet mission. 

I was born in Nebraska in 1911 and grew up in California. I got 
my A. B. degree from the University of California in 1932. I also 
have a law degree. I entered the career civil service by competitive 
examination in 1934 with the Federal Bureau of Investigation. I 
have been in civil service ever since, except for 5 years in the Army as 
a Reserve officer. 

Mr. Harpy. Any questions? 

Thank you, Mr. Holcombe. 

Mr. Meaper. Have you served in any other Government agency 
besides the FBI and the Defense Department? 

Mr. Hotcomse. Yes, sir. 

I was released from the Army to go with the Veterans’ Administra- 
tion to set up its Operations Division there in one of the GI bill of 
rights programs. Before the war, I was assistant regional representa- 
tive in the Bureau of Employment Security for the Far West. 

Mr. Meaper. How long were you with the FBI? 

Mr. Houtcomsg. Nearly 2 years, if memory serves. 

Mr. Reppan. Mr. Holcombe, we would like to develop the relation- 
ship of the various MAAG’s to the level of defense support for the 
countries in which those MAAG’s are located. I think perhaps first 
we should have the record show what the basis is for the establishment 
of the MAAG’s in the various countries. 

Mr. Hotcomse. The MAAG’s are established by the Department 
of Defense after interagency approval, pursuant to bilateral mutual 
security agreement with the countries to which we provide military 
assistance. The MAAG’s are not created by statute but there is a 
general provision for their operation in a Department of Defense 
directive. 

Mr. Reppan. Do you know what that directive is? 

Mr. Hotcomsge. It is Department of Defense Directive No. 5132.3, 
dated July 22, 1957. 

Mr. Harpy. It is essentially the same operational proposition that 
we have been working under for a good many years, is it not? 
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Mr. Hotcomse. That is correct, sir. These MAAG’s have been 
in existence since 1950, to my certain knowledge. 

Mr. Reppan. Does that same directive also authorize the MAAG’s 
to participate in the formulation of our aid programs? 

Mr. Hotcomse. It delineates general quidance, including the for- 
mulation of the military assistance program. It does not give them 
responsibilities for the formulation of the economic programs, which 
are not within the authority of the Secretary of Defense. 

Mr. Harpy. Even as a member of the 

Mr. Houcomss. It does provide that they shall have such rela- 
tionship with the chief of the United States diplomatic mission as 
prescribed by current Executive orders and other pertinent 
instructions. 

Mr. Harpy. Will you tell me how the Department of Defense can 
issue a directive that says military people do not have any responsi- 
sibility with respect to economic assistance, when that economic 
assistance is classified as defense support and is supposed to be related 
directly to the question of whether the host government will be able 
to maintain its level of military activity? 

Are you telling me that the Department of Defense does not have 
any basis to instruct their people to participate in that decision? 

Mr. Hotcomer. Mr. Chairman, as this directive reads, the 
MAAG’s shall have such relationships with the chief of the United 
States diplomatic missions as prescribed by current Executive orders 
and pertinent instructions. In that character they furnish military 
advice to the ambassador as chief of the diplomatic team of the 
United States mission in the country. The defense support program 
is not administered by the Department of Defense. It is important 
to the Department of Defense, however. 

In a number of countries the military forces which have been built 
up with military assistance are clearly beyond the capability of the 
country to maintain without defense support. The amount and the 
form of defense support are not the responsibility of the Department 
of Defense. Defense representatives assist the International Coop- 
eration Administration and its United States Operations Missions in 
the countries concerned by rendering military advice as to direct 
defense requirements in the country. 

Mr. Harpy. Let me see if I understand that. I am a little bit 
disturbed when you come in here and tell us that the responsibility 
of the military is virtually confined to the direct military assistance 
program. 

You sat in here this morning and you have been working with this 
thing all the time. 

You heard the statement Mr. Claxton read on behalf of Mr. Dillon. 
It sounded incomprehensible to me. Maybe we will get some sense 
out of it from Mr. Dillon tomorrow, but it certainly did not add up 
to any sense to me today. 

You heard time after time about giving defense support in order to 
maintain a military establishment in these countries, and yet the 
Department of Defense, you are testifying, has no concern with what 
is characterized as defense support, to enable the country to provide 
the military force that has been determined? 

Mr. Hotcomse. We have neither the legal responsibility, Mr. 
Chairman, nor generally do we have the competence. Our responsibil- 
ity is military assistance. 
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. Mr. Harpy. Maybe I could buy that last part. I am not sure the 
State Department does either. 

Mr. Hotcomsr. The MAAG’s are made up of military men and we 
think they are very able military men. We think the military de- 
partments have done a good job in selecting particularly competent 
people for these jobs. However, they are military people whose pre- 
vious assignment may have been commanding a military battalion 
or a regiment or a ship, and they come to this job for 2 years, maybe 3, 
and then they go back to their military careers. They are not capable 
or they do not feel themselves qualified generally to make the kind 
of economic judgments that are required in connection with defense 
support. 

Mr. Harpy. I think maybe you put the limiting word on the kind 
of economic judgments that are required in determining defense 
support. 

Does that involve some peculiar definition of the kind of judgments 
that go into this particular thing? 

Mr. Houcomser. They go far beyond defense. It is possible for our 
Defense representatives in the field to determine what the require- 
ments are for a particular period for the Defense part of the local 
budget, let us say. 

Mr. Harpy. Do you know the extent to which they do that? 

Mr. Hotcomss. It varies in extent, and they vary even in their 
capabilities to do that, because even a battalion or a division com- 
mander has a little trouble doing that. We are trying to improve 
their capability to do that part of it. 

Mr. Harpy. If they are not too capable of doing that, then who 
do we have on these country teams capable of doing it? 

Where do these figures come from that are submitted to Congress 
and represented as being essential? If your people, the chiefs of your 
MAAG’s over there, are not competent to make those decisions, 
who is? 

Mr. Hotcomse. To make up a military budget, sir? They can, as 
I stated, assess the military requirements, but if, for example, the 
military requirements are stated in so many tons of fuel oil, there 
would be a lot of our MAAG’s that would not know what the going 
price for fuel oil was in that particular part of the world. When it 
tee into other areas that are perhaps even more complex, like the 
ocal costs of maintaining barracks, and so forth, they can state the 
military requirements, but the cost and other factors will frequently 
have to be provided by people who are trained in governmental 
finance. 

Mr. Harpy. They can state the military requirements if they are 
given certain other criteria to start with. The predetermined level 
of forces 

Mr. Hotcomser. That is correct, sir. 

Mr. Harpy. The rate of pay that you are going to give them, 
and that, incidentally, is sometimes the subject of negotiation, 
which we have discovered. 

Mr. Hotcomse. That is substantially correct, sir. 

Mr. Harpy. Sometimes we find that soldiers in some of these 
countries make more than the average civilian does, make more in 
a month than the average civilian does in a year. 

Mr. Hotcomse. That is correct, sir. 
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Mr. Harpy. Now are they military determinations or are they 
political determinations? 

Mr. Hotcomse. The determination as to the rate of pay is usually 
a result of a lot of history, some little bit of military, and a number of 
other considerations. 1 think I know the country which you are 
talking about. 

Mr. Harpy. Which one are you thinking about? 

Mr. Hotcomser. In which, as you know, there was a combat 
situation. 

Mr. Harpy. Are you talking about Vietnam, or are you talking 
about Korea or are you talking about Cambodia? Which one have 
you in mind? 

Mr. Hotcomse. I was thinking about the former Associated 
States of Indochina where the pay rates were set a considerable time 
ago during a period of hostilities. That is one in which we have had 
an interest. We recently had a team, as | believe you have been 
informed, from ICA and Defense, who made a trip out there particu- 
larly to look into the rates of compensation and see what could be 
done, or whether anything needed to be done to bring them into line. 

Mr. Harpy. Of course I got just a little bit off of what we are 
working on, but the question involved is who makes those decisions? 

Mr. Hotcomsr. That decision will be an interagency decision here 
on the basis of interagency team which was originally requested by 
the MAAG who felt they did not have the competence to assess 
all the factors that were developed. 

Mr. Harpy. Let’s see who made the original decision. Who made 
the original decision that we would support an army of so many 
people in Vietnam at a particular monthly rate of pay? 

Mr. Hotcomser. We took over the military forces in Vietnam at 
a time when the French relinquished control and support of them. 

Mr. Harpy. Didn’t we pay more than the French were paying 
them? 

Mr. Hotcomse. I am not prepared to discuss the details of this. 

My memory, from a study that I did while I was in Europe on how 
much we should support the French in Indochina, was that they 
were very highly overpaid at that time. What happened, if we are 
off the record here—— 

Mr. Harpy. We are on the record, but that is all right. This is 
executive session. 

Mr. Hotcomse. Can I take this off the record then, sir? 

Mr. Harpy. I do not know why it should not go on, but it does 
not matter. 

Mr. Brownson. Mr. Chairman, as long as this record is a classified 
record anyway, why not put it on the record. Then at the time the 
Defense Department is given an opportunity to edit the record, 
classified material can be expunged as far as publication is concerned. 
Meanwhile we will bave the classified notes for the committee. 

(Letters from Department of State and Department of Defense 
clearing record for publication appear as appendix II, p. 119.) 

Mr. Hotcomse. I am trying to be frank with you, sir. 

Mr. Harpy. I know it. 

Mr. Houcomse. If I remember rightly, this is information which 
we got on a privileged basis and I prefer that it be off the record. 

(Discussion off the record.) 
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Mr. Brownson. Mr. Chairman, I think Mr. Holcombe is right. 
As I remember it that was the explanation given at the time we were 
there. I believe they told us the rate of pay at the present time given 
to the Vietnamese forces was primarily the equivalent of the rate of 
pay given them by the French at the time we took over that responsi- 
bility. 

Mr. Harpy. I think that is correct, but the point I was trying to 
arrive at is this: The French has some Vietnamese that they were 
paying at the same rate that they paid their own soldiers, but when 
the French left there and the Vietnamese Government came into 
being, you had something that was entirely different from what you 
had before. The Vietnamese Government would never in the world 
have paid its soldiers the money that they are paying there now, the 
rate that the French were paying, if they had to pay it out of their 
own budget, and you and I know it. 

Mr. Houcomse. They would not have been able to do it out of 
their own budget. 

Mr. Harpy. They could not have justified it from the standpoint of 
public reaction among their own people. 

Mr. Hotcomse. But consider, Mr. Chairman, at the time, you will 
remember, the Vietnamese Government was elected, there were several 
armies, many private armies. There was even a serious question 
whether the Government of Vietnam would continue in power, and 
one way you do not continue in power under those circumstances is 
to slash the pay by one-half, let us say. This may be a political effect, 
but it was neither militarily nor politically possible at that time to 
have a pay cut. 

Mr. Harpy. Now we are getting to exactly what I was talking 
about. Iam not concerned at the moment wita the virtue of the pay 
level. I am trying to determine who made the decision, that is all, 
and whose responsibility it is on behalf of our Government. 

Mr. Ho.tcomser. The decision to continue the pay at the level it 
was I think was just going on with what had been done, but it was 
questioned. I remember we questioned it even before we took over, 
when we were having to take over most of the costs. We questioned 
it in the study I made in France, and it was determined, and I think 
quite rightly, that it was completely impracticable from either a 
military or any other standpoint to substantially reduce the pay at 
that time. 

Now in this case, since the situation has become more stabilized, the 
private armies have been absorbed, an interagency team which went 
out to the field, at the request of the country team, to study this thing, 
have come back, and have recently made their recommendations. I 
have not yet had a chance to study the report, but there will be an 
interagency decision on the basis of that report. 

Mr. Harpy. Without regard to whether it was the thing to do, 
and I am certainly in no position to say it was or was not, but without 
regard to the merits of it, who made the decision? Was it a military 
decision or a political decision? 

Mr. Houcompss. In this case, Mr. Chairman, as I have been trying 
to say, the decision was made by the country team, and all members 
were in accord, so when everybody is in agreement, it is a little hard 
to say who makes the decision. 
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If you have a difference of opinion, then you can find out who wins 
and who loses. Similarly, here the decision, to the best of my know]- 
edge, has not yet been made. It will probably be made, because 
I believe there is an agreed position of the staff members of the various 
agencies that went out there, and it will probably be made again in 
agreement. It is made by interagency agreement. 

Mr. Harpy. I do not like to belabor the point, but to say that it 
was made by the country team does not mean much to me, not after 
we have been out and have seen how they operate. 

I don’t know, maybe that is one we should have explored out there. 
But I am just trying to understand where the area of political concern, 
economic concern and military concern touch, where they overlap, 
and how we can keep them separate, if possible. That is what I am 
trying to do. 

Now I have no idea that a decision with respect to that pay level— 
and I am just talking about it as an example—represented any con- 
certed unanimity of thought on the basis of reasoned study by the 
country team. I have no notion that that happened. Somebody 
made the recommendation and everybody else said, ““O.K., me too.” 
That is the way they operate. 

Mr. Hotcomse. No, sir, because in this case they have asked that 
a study be made. They were concerned enough with it that they 
asked, and I believe this was a unanimous country team decision. 
I have not prepared myself here today on specific instances, but this 
one is close to the military. This is not the normal purely economic 
determination. This is obviously partly military and partly eco- 
nomic, and they did ask for a study and a study has been made and 
the decision is being made. 

Mr. Harpy. That was used just by way of illustration, because 
I was not discussing that as an item in itself. It was merely to try 
to see if we could understand where the responsibility of the military 
comes into play on this business of defense support. 

Mr. Knox. Mr. Chairman, will you yield there? 

Mr. Harpy. Sure. 

Mr. Knox. I believe the testimony produced in our hearings in 
the Far East by the member of the country team from the military 
stated that they had no conception as to what was needed as far as 
economic aid and technical aid were concerned. Therefore, they 
went along with the recommendations of the member that recom- 
mended economic or technical aid. 

I do not recall what country it was in, but I am sure it is a part 
of the testimony that we received. 

Is it not true that the pay rate of the Armed Forces in the Far East 
has generated thousands of applications for military service because 
of the fact that the people that are in the military receive approx- 
imately 50 percent in 1 month of what the average person receives 
in 1 year as far as pay is concerned? 

Mr. Hotcomse. I am not aware of any such great discrepancies as 
that, Mr. Knox. I am aware that in the former Indochina states 
there is a special problem. I made some study of this in 1954 in 
Japan, Korea, Formosa, and the Philippines. I grant that conditions 
may have changed since then but I do not recall that we found there 
was such a great disparity between the wages of the career soldier and, 
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let us say, a semiskilled artisan in the community. This could now 
be true as a result of the changes in the monetary and other living 
conditions out there, but I am not aware of it. 

Mr. Knox. Do you happen to know the pay rate of a private in 
the regular army in Cambodia? 

Mr. Hotcomse. No, sir. As I say, the Indochina states, the former 
Indochina states, present a special problem. 

We did find in a study made from Paris some years ago that there 
was a discrepancy there in favor of the soldiers, but I do not recall the 
rates. As a matter of fact, there were several different rates even 
at that time. They had about three different sets of rates. 

Mr. Knox. Are you aware of what the average pay or the average 
earnings of a laborer or a farmer happen to be in Iran? 

Mr. Houcomse. No, sir. We have never made such a study as 
this in Iran. 

Mr. Knox. You have not? 

Mr. Hotcomse. To my knowledge, sir, none has been directed 
from the Secretary of Defense’s office. 

Mr. Harpy. We ought to get back to where we were if we can. 
I got off the track. I am still a little bit disturbed by that disclaimer 
on the part of the Defense Department of a responsibility, and I 
think a considerable responsibility, for the determination of the items 
it is proper to categorize as defense support. If you do not know, if 
the Department of Defense does not know what goes into defense 
support in these countries, I do not know how we can expect the 
people who are working up the economic aid program in the field to 
come up with a program that will adequately produce the military 
strengths that we need. 

Mr. Houcomse. As I indicated, Mr. Chairman, there are many 
factors other than military that go into making this determination. 
The military factors are given as advice by the Military Assistance 
Advisory Groups in the field and by Defense here to our counterparts 
in Washington. Not only do we not have the responsibility, and, 
by and large, not the capability in the field to make this determination, 
but in addition, Congress in last year’s authorization bill specified, 
on the basis of the recommendation and the findings of the Senate 
committee, that the President shall continue to exercise the powers 
conferred on him by chapter 3 of title I, relating to defense support, 
only through the Secretary of State and his subordinates, so we are 
also precluded by legislation from having direct-—— 

Mr. Harpy. I am not at all surprised that you came up with that, 
because the bright lawyers around the State Department can always 
come up with something to say that Congress did it, but you know 
you are quoting a report from the Senate. 

Mr. Houcomse. No, sir, I am quoting the statute. 

Mr. Harpy. I thought you were reading from a report. 

Mr. Hotcomss, No, sir, that is part of the statute, and I should 
like to point out that I did not bring this up until after T had made all 
the substantive points first. 

I am not saying that even if Congress told us to go out and make 
economic judgments, that without a large change in the capabilities 
of our MAAG’s we could do it. Also the responsibility has not been 
given to us by the President even before this was in the legislation. 
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Mr. Harpy. I should like to compliment you, though, on the kind 
of support that you bring up for your profession here and tossing it 
back in our laps. You are doing fine. 

That provision that you read was from the Mutual Security Act of 
last year, the authorization? 

Mr. Hoxtcomse. That is correct, sir. It is Public Law 85-141, 
section 10 (a). 

Mr. Harpy. Do you know whether or not that was specifically 
recommended by the administration? 

Mr. Houcomse. It was not. It was initiated in the Senate com- 
mittee. 

Mr. Harpy. That is entirely possible. 

Mr. Reppan. Mr. Holeombe, you mentioned in response to the 
chairman’s question that the report or the judgment to continue the 
pay rate of the military in the Indochina area was a unanimous report 
or a unanimous decision. 

Mr. Houcomse. As I said at the outset, I have not had a chance to 
read the report of the working group that went out there. 

Mr. Reppan. I meant the initial decision. 

Mr. Hotcomse. The request for the study was a unanimous country 
team request. 

Mr. Reppan. I was referring to the initial decision to continue the 
pay rate at what it had been under the French. I understood you to 
say that that was a decision, a unanimous decision, of the country 
team. 

Mr. Hotcomse. Mr. Reddan, it was rather a lack of a decision to 
change it. 

To my knowledge, nobody suggested, at a time when we were vigo- 
rously trying to support a rather shaky government and get control 
over many private armies that were roaming around the countryside, 
as you remember, that we would further this by making substantial 
reductions in the pay of the troops. I do not think it was even pro- 
posed at that time that we reduce it. I think there was unanimous 
agreement that we continue just the way we were, but I do not think 
you can find any piece of paper, because nobody even thought of 
changing it. It was not a reasonable proposal at that time. 

Mr. Reppan. Are there ever any dissents on these country team 
decisions? 

Mr. Hotcomse. Yes, I know of some. We expect that when there 
is a dissent, that both sides will be brought into Washington. 

Mr. Reppan. Do you get copies of dissent reports from the MAAG? 

Mr. Hoxtcomse. We get reports and cables on certain occasions 
from our MAAG’s when there is not agreement on the country team 
level for resolution at this level. 

Mr. Brownson. Mr. Chairman. May I ask the witness at that 
point, Do you have actual records of dissent where your MAAG 
members dissented? 

Mr. Hotcomse. Not specifically as separate records, but a search 
of our files would indicate that there are cases where the MAAG 
chief has reported that he believes so and so, but could not get ap- 
proval or could not get agreement from the other members of the 
country team. 

Mr. Brownson. In the countries where we held hearings I did not 
get the idea that there had ever been a strong dissent on anything. 
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Mr. Harpy. I do not recall having any indication of that myself. 

Mr. Brownson. I can think of one country off hand where the 
MAAG chief told us that in spite of defense support it did not look 
as if there was going to be enough POL. He suggested we ought to 
do something to get the counterpart channeled so that it would have 
the effect that was desired. 

Mr. Harpy. Aren’t there some items in defense support that have 
more relationship to the military posture of the country than the 
generation of enough currency to provide indirect support for the 
military? 

Take, for instance, the question of roads, the question of maybe 
providing malaria control activities. There have been a number of 
things that it seems to me have a wide interest to your MAAG people. 

Mr. Hotcomse. Very few things have as immediate and dramatic 
a defense interest as getting enough pay and food to keep the troops 
going and enough petroleum to continue to run the planes and tanks 
and ships. 

Certainly the things that are done directly have defense importance. 
If they were primarily or exclusively defense, for example a military 
road or military petroleum storage or military drydock, it would not 
be paid for out of defense support. It would be directly in the military 
assistance program, so these things by definition are the things that 
are only incidental to defense. 

Mr. Harpy. Yes, but here is a situation, and I recall the chief of 
one MAAG making reference to it when the question was raised 
about whether the MAAG participated in the decision to build a 
particular road. The answer was no, not that road. ‘There are 
other roads that we think would be of more value than that.” 

Now certainly from the standpoint of producing a fund, producing 
exchange, dollar for dollar or mile for mile, one road ought to do as 
good as another, but my question is this. Does the military not have 
a responsibility for making those decisions, and is there not more to 
it than just the matter of determining what the side effects are going 
to be? 

Mr. Hotcomse. Currently the only responsibility that the military 
member has is to provide advice as to the military requirements, 
which then would be weighed with all of the other economic consid- 
erations. For example, in this case perhaps the benefits of a farm-to- 
market road that might make it possible to feed the soldiers and to 
get more suiiedbanel enditn to pay the troops, those things would 
have to be weighed against the military requirement. The military 
requirement having been stated by the MAAG chief, he has fulfilled 
his responsibility under the current procedure and delegation of 
authority. 

Mr. Brownson. And yet here is a quotation from General Williams 
in Vietnam. Incidentally, I think he is doing a good job out there. 
May I quote from the hearings? 

“Mr. Harpy. It might be a perfectly fine program, but to char- 
acterize it as defense support 

“General WILLIAMS. ou are the first one who ever asked me my 
opinion on that.” 

It goes on to point out the items in defense support including the 
building of schools and educational facilities. In connection with 
that one, Mr. Hardy says: 
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“What does that have to do with military assistance? 

“General WiutAms. It raises the educational level of the people in 
the country for officers.”’ 

That is certainly a long-range military assistance program if you 
are going to start building primary schools today in order to have 
officers 15 years from now. 

In connection with the overall questioning we read General Williams 
a quotation from The Reporter magazine, where they were criticizing 
some of the defense-support activities in Vietnam and General Williams 
said: “And he says we can have economic aid under the military bud- 
get? 

“That is not true.” 

“Tf there isn’t any of that in here it will be different from any other 
country we have examined,” said Mr. Hardy. 

General Williams said further: ‘It is a reflection on the people in 
the field when it is assumed that I would put something in the military 
budget that isn’t there for military purposes. 

“Mr. Harpy. We are talking about the defense-support budget. 
Do you know what the definition of defense support is? 

“General WiuuraMs. I’m afraid I don’t.” 

Mr. Harpy. Mr. Holcombe, do you know what it is? 

Mr. Hotcomss. Yes, sir; I have read and reread this definition 
as was given in the congressional presentation last time. I do not 
contend that I have committed it to memory. 

Mr. Harpy. No; I wouldn’t suggest that you do that. 

Mr. Brownson. Because there is a different definition on every 
page heading each different country section of the Foreign Affairs 
Committee’s briefing book. 

Mr. Harpy. Did you notice that? 

Mr. Hotcomse. Again this is not my field, gentlemen. 

Mr. Harpy. No; but you have a seltionalitp to it, I think, and if 
you want to disclaim any relationship to it then we will stop right 
there. But if you do, I am going to take you right back to the Mutual 
Security Act and read that sentence that we discussed this morning. 
How it can be determined that you do not have anything to do with 
the defense support is beyond me, and when you disclaim, when 
Defense disclaims any responsibility for it, I just want to again read 
to you—I started to say a scripture. You quoted a statute to me 
a while ago: 

The President is hereby authorized— 
this is under the heading of ‘‘Defense Support’’— 


to furnish to nations and organizations eligible to receive military assistance 
under chapter I of this title or to nations who have joined with the United States 
in a reasonable collective defense arrangement, commodities, services, and fi- 
nancial and other assistance specifically designed to sustain and increase military 
effort. 

You do not concede that the Defense Department has any re- 
sponsibility under that language? 

Mr. Hotcomse. No, sir. These are funds and authority to the 
President. The President makes a delegation to the Secretary of 
State. The Secretary of State makes a delegation of authority for 
administration under this act to the Director of the International 
Cooperation Administration. I am acting, and Mr. Sprague is 
acting, under the authority wkich is given to the Secretary of Defense 
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which is fairly specific in the Executive order, and it does not delegate 
any authority with regard to defense support. 

Mr. Harpy. All right; I will buy that as the situation as it exists. 
What you are saying to us is that notwithstanding the language of 
this statute, the President has himself taken the course of action 
which requires that the administration of the act and the determina- 
tion with respect to what is specifically designed to sustain an in- 
creased military effort in these countries is a responsibility for people 
that do not know one earthly thing about the military except what 
they gain from political discussions. 

Mr. Hotcomses. But who have the advice of the military on the 
military portions of this problem. 

Mr. Harpy. Where do they get that advice? 

Mr. Hotcomse. When they ask us for it, or when the Ambassador 
or the Chief of the United States Operations Mission asks the Chief 
of the MAAG for it. In every case I believe he gets it, and then he 
has to make the complex decision which involves other than military 
things. 

Mr. Harpy. They do not have to have any military advice, and 
we have found that the military people in the field have not the re- 
motest idea what this business is all about. You have sent out in- 
structions to them which in effect say stay out of this little backyard, 
this economic assistance, regardless of 

Mr. Ho.tcomse. We say to work with and help and assist the chief 
of the country team, and I think that generally is what they are doing. 
Now I said at the outset these are military men who are specialists 
in their field, and we are getting pretty far outside of their field, even 
when we get into military budget work, because this again is a spe- 
cialty. Now we have recognized that there is some special training 
necessary to permit our people in the Military Assistance Advisory 
Groups to do a better job. 

We are, this spring, starting a 3- to 4-week course, depending on 
the type of person for 30 percent of our people to give them a little 
broader view of the whole of the military-assistance program, what 
their relations with the country team are, and so forth, so that they 
may be better advised before they go to the country. This is not 
particularly to solve this problem, but just to have better trained and 
more knowledgeable people in our key positions in the field than we 
have now, where some of them, as I indicated come direct from 
running a battalion or regiment; a ship or a wing of aircraft. 

Mr. Brownson. I think they are doing a splendid job. 

Mr. Hotucomse. [ do, too. 

Mr. Harpy. For you to criticize that kind of an operation, if it is 
intended to be criticism, is certainly something that is a far cry from 
anything that I have ever heard come out of the military. 1 never 
thought there was anything that a field officer was not capable of 
doing. 

Mr. Hotcomser. We think they are very capable, sir. We think 
they are very able people. We think they would do better jobs with 
3 weeks to a month’s training in the case of the 30 percent. that are in 
key positions. 

Mr. Harpy. Let us return to this one topic we have been discussing. 

You have outlined here a rather limited area of operations for your 
MAAG people insofar as defense support is concerned. I certainly 
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do not question the accuracy of the way you have presented the 
directive, but I wonder if you share with me a little feeling of appre- 
hension or considerable concern when a general officer of the Army, 
who is chief of a MAAG, says there are other roads that would have 
more benefit militarily, that we need worse than the one that they 
are building. I wonder whether you still take the position that if he 
wanted any more roads, he ought to put them in his military budget 
if he could justify them and not be concerned with the decision made 
with respect to the particular roads that they decide to build. 

You are not worried about that? 

Mr. Houtcomse. No, sir; I do not think that is what I said. 

Mr. Harpy. No; but I 

Mr. Houtcomse. What I said was that you have his technical 
judgment as a military officer on the relative military benefits of one 
road against another. This is one of many considerations that would 
have to be taken into account in the determination as to which of 
these roads was to be built if any of them were to be built. Within 
his field he is an expert, and I think his judgment can be relied on, 
but we are not now limiting the test to the particular expert field in 
which he advised. 

Mr. Harpy. The point is this, quite obviously. Nobody had ever 
paid any attention to those roads. He could not include them in his 
military budget. They were not strictly military. Obviously, they 
had never been discussed by the country team. There had never 
been an opportunity, and under your directive he could not bring it 
up. 

ihe Houcomse. He could advise with respect to it. 

Mr. Harpy. Only if they asked him, and that was your testimony 
a while ago. 

Mr. Hotcomss. I say he only has the responsibility if he is asked, 
but he has the power, and of course among the many country teams 
we know that they are giving suggestions on their own volition all 
the time. 

Mr. Harpy. Go ahead, Mr. Brownson. 

Mr. Brownson. This problem of defense support seems to revolve 
around a type of project which used to be classified as economic aid. 
This was relabeled as defense support, with a whole new philosophy 
and a new rationale which went along with it, but I think the people 
in the field are probably a little too close to the problem to accept the 
whole rationale that goes with it. Most of your Military Advisory 
Group chiefs seem to feel that this area still lies primarily within the 
ICA province. In other words, when they call it defense support, 
that label “defense” is not the same word to them as in “Department 
of Defense’ at all. It is an arbitrary label applied to a series of 
projects once called economic aid. 

We read a magazine article before we went over there. It was in 
The Reporter magazine, which is not known as an isolationist journal 
by any means, and is regarded as somewhat liberal. This author 
says— 

I was much struck recently by a remark made to me by one top American aid 
administrator in the area: “If I want to put through a new project,” he told me, 


“T call it defense support and not economic aid, It is much more likely to be 
approved by Washington.” 
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That is the general consensus with which I came out of the field. 
When you put the label “defense’’ on defense support, that label 
seems to be intended and should be labeled “for congressional con- 
sumption only.” In the field you do not really mean that that is 
defense, any more than everything that happens in a country is 
defense. When we became involved in this discussion with General 
Williams, he finally justifies including everything that happens in a 
country as defense support. Gradually there is nothing that goes on 
in a country that is not related to defense if you are liberal in your 
construction. Mr. Hardy or Mr. Meader asked Mr. Smith this morn- 
ing, if there was anything he could think of that was not defense 
support, and he started out by saying, “‘I could take all morning telling 
you of things that are not defense support,’’ but when he got done, 
he did not name one, because under the currently accepted definition 
of ‘‘defense support,” there isn’t anything else, 

So what has really been hung around the Defense Department’s 
neck by using that title “defense” is the old economic aid program. 
Actually, about the only thing that is defense about it is the word 
“defense” in the title. 

Mr. Harpy. What would you think; what would be the attitude of 
the Secretary of Defense, if members of this committee decided to 
offer an amendment to this bill when it comes up to require that all 
of these funds for defense support come out of the military appropria- 
tion? 

Mr. Hotcomse. Last year, you will remember, Mr. Chairman, the 
administration, including the Defense Department, recommended 
that defense support be put in with military assistance. 

Mr. Harpy. I thought they recommended that military assistance 
go in the defense budget. 

Mr. Hotcomse. No, sir; they recommended the inclusion of both in 
the military bill but as separate titles, with the administration for the 
first year at least to continue as it was, and thereafter not determined. 
That is not being proposed this year, largely out of deference to the 
fact that Congress seemed unanimous last year that that should not 
be done. 

Mr. Harpy. You needn’t get any notion that I’d go off into any 
such thing as that, but I am trying to understand what the Depart- 
ment’s attitude might be. 

Mr. Brownson. I was just looking for this subject in the statement 
this morning. Perhaps Mr. Claxton, who is still here, could find it 
faster than i could. 

It was my idea that the transfer involved military assistance and 
a military support. I did not think defense support was in- 
cluded. 

Mr. Ciaxton. No, sir; it was the category of defense assistance 
which includes both military assistance and defense support. Now 
what the statement this morning said was that this was the refined or 
modified definition of defense support, which would have taken out of 
it those economic aid activities which were developmental in nature 
as distinguished from being directed toward the defense effort. 

Mr. Brownson. That is completely different. 

In other words, we would take out about 90 percent of the so-called 
defense support. 
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Mr. Ciaxton. No, sir. I think it would come closer to 10 or 15 
percent. 

Mr. Harpy. What are you talking about? 

Mr. Cuaxton. Yes, sir. 

Mr. Brownson. What would you do, Mr. Claxton, with malaria 
control? Would you leave that in as defense support of would you 
take it out to be financed as an economic aid project? 

Mr. Ciaxtron. I think malaria control in this year’s presentation 
is actually in the special assistance category. I would say that 
probably under the refined definition, malaria control in most cases 
would be in special assistance or perhaps some part would be in 
technical assistance, because both aspects are involved. 

Mr. Brownson. How about the school program? 

Mr. Cuaxton. | would think that in particular countries the school 
program could be left in defense support, if it was in that particular 
country a thing which was deemed necessary to make it possible for 
the country to be willing and able to go ahead with the defense effort 
or activity which we wanted them to carry out. 

I think you would have to answer that on an individual country 
basis. 

Mr. Brownson. A political decision, in other words? 

Mr. Cuaxton. Yes; correct. 

Mr. Brownson. How about such things as the community leader- 
ship program in the Philippines, which is now under defense support? 

Mr. Ciaxton. ] would not try to answer that, sir. I am not familiar 
enought with that particular project to try to make a statement. 

Mr. Brownson. Can you tell me some of the ones that would have 
been taken out? 

Mr. Ciaxton. Yes, sir. 

Mr. Brownson. Just list them for us. 

Mr. Craxton. The test which would have to be applied would be 
those activities which are intended in most countries to raise the level 
of the economy; that is to say, development assistance, to raise the 
level of the economy above that which is determined to be necessary 
for that country to get them to go ahead with the defense effort or 
contribution which we want them to make. 

Mr. Brownson. Most of the countries we visited in the Far East 
are in the basement at the present time, are they not? 

Mr. Cuaxton. They certainly are. 

Mr. Brownson. Then in other words, in the Far East there would 
not be any programs designed to lift the economy of the country above 
the meager level necessary to sustain defense, would there? 

Mr. Ciaxton. No, sir. We do have such programs and we have 
been carrying such programs out in most of the Far Eastern countries. 

Now as this statement read this morning pointed out, up to the 
current year’s definition, those activities in countries where we have 
a military assistance program have been carried out under the defini- 
tion of defense support. The proposal which was referred to this 
morning and which Mr. Holcombe again referred to this afternoon, 
which the President put forth—what we would try to separate out 
from defense support, that is to say, a level of activity to keep the 
thing going without retrogression, to separate out from that those 
activities which, in most countries at least, are intended to raise the 
level somewhat. 
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Mr. Brownson. We would then have defense support and non- 
defense defense support. 

Mr. Cuiaxton. What we prefer to call it and did call it was defense 
support and development assistance, which was then put into the 
development loan fund. Now let me make clear, as is obvious to 
you, nobody is able to draw a precise line here. 

This a very difficult area. We admit it, you know it, and we are 
trying to work it out. But what we tried to do was, in terms of 
definition and intention at least, to make the distinction which was 
referred to and which Mr. Holcombe also referred to. 

Mr. Harpy. Actually, defense support, as I read the definition in 
the act, does not contemplate lifting the level of the economy beyond 
the capability to maintain a desired military level. 

Mr. Cuaxron. If you are referring to the current act adopted by 
the Congress this past year, I would say that that is essentially 
correct, yes. 

Mr. Harpy. What is the part about it that is not correct? 

Mr. Criaxtron. There are some countries, take one of the Far 
Eastern countries, where it may be necessary to have some degree of 
progress in the country in order to keep the defense activity going. 
The demands of the people may be such, the whole psychology of 
the country may be such that if they do not see some little progress 
there, they just won’t do it, they cannot do it. 

Now, if that is a fact 

Mr. Harpy. So you are reading the minds of all the people now. 

Mr. Ciaxton. No. You are applying, sir, a political judgment 
based on the judgment of people who are there and who are trying to 
assess the situation, which is in turn measured by the people back here 
who are responsible for trying to work this out, and you may reach a 
conclusion—— 

Mr. Harpy. Then the act does not mean what it says. It means 
you can go ahead and put in defense support more than the act says 
you can. 

Mr. Ciaxron. Can I just finish the sentence? 

I do not think so. I do not think so because the activity that I was 
speaking of would be intended specifically for the purpose of main- 
taining the defense effort, not for the purpose and not for the objective 
of raising the economy for its own sake. Now as you know, we are, of 
course, trying to raise the level of some of those economies through the 
development loan fund, and other ways. 

Mr. Harpy. You have made that application to a Far Eastern 
country. Couldn’t you do the same thing in every other country in 
the world where we have a military-assistance program? 

Mr. Ciaxton. I do not think I can really answer that question, sir. 

Mr. Harpy. I mean if you do it for that country you can do it for 
anywhere else. All you have to do is send somebody out there and 
say, “Look, come out with some sort of a basis that I can say we have 
got to do a little bit more here than is necessary to maintain this level 
in order to keep the people happy. We have to include in defense 
support now enough items to lift their economy.”’ 

Mr. Cuaxton. If you intended to stretch the definition that way, 
you could. 

Mr. Harpy. That is what you are talking about doing with the 
country you mention. 
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Mr. Ciaxton. No, sir. I said that in an individual country this 
may, in fact, be the case. You are suggesting that we go out and 
fabricate. 

Mr. Harpy. No, I was not suggesting it. I suggested that you 
could. 

Mr. Ciaxton. Yes, you could, as in many other cases. You 
could fabricate cases, but it is not our intention to do so, and | do not 
think we will do so. 

Mr. Harpy. I do not know how in the world we separate out these 
intentions, though, if you are going to leave everything to wide-open 
judgment of individuals to exercise their intentions. | do not know 
where we are going to get. 

Mr. Cuiaxton. | think as to that, sir, in this matter as in many 
other things the ultimate decision must be a matter of human judg- 
ment based on what knowledge people have. 

Mr. Harpy. If it is a matter of human judgment, Mr. Claxton— 
and of course it has got to be a matter of human judgment——— 

Mr. Cuaxton. Surely. 

Mr. Harpy. Let’s call it what it is. Let’s stop calling it defense 
support if it is a political decision. 

Mr. Ciaxton. In some cases, sir, and this has been very clear in 
all of the definitions of defense support we have had, there are political 
decisions involved as to what is necessary for the country to do, what 
it is we want it to do as well as economic matters. 

Mr. Harpy. Maybe we ought to try to write that in the act and 
require, if it is a political decision, that it come under some other 
category because you can cover anything the way you are interpreting 
the statute. I am not suggesting you have anybody down there that 
is going to go that crazy, but it could happen. I am not aiming any 
brickbats at any individual, but I am trying to think about the laxity 
that we are permitting in this thing. If you can make that determina- 
tion with respect to the example you use, you can make it with respect 
to any other country in the world. 

Mr. Cuaxron. If you are saying, sir, that political decisions can be 
made or have to be made in respect to many countries of the world, 
this is certainly true. We are dealing with political situations in all 
of these countries. 

Mr. Harpy. Yes, but there ought to be a specific source from which 
funds for political dec isions can come. 

Mr. Ciaxton. Yes, I understand your argument, and this is partly 
true and was partly se up in the statute this w ay so far as the special 
assistance fund is concerned. 

Mr. Harpy. The whole trouble is that the Department has been 
operating this thing in such a loose fashion, you have had so much 
latitude and such a wide area of discretion that whenever Congres 
takes away a little bit you find some other loophole that you can nelle 
it and that is what it looks like to me you have done in this case. Ido 
not know how you can determine that that kind of a decision is any- 
thing but a political decision, but we are not getting anywhere on that. 

Let’s get back on the ground. I get steamed up, too. Forgive me. 

Mr. Reppan. Mr. Holcombe, you quoted from an Executive order 
just a minute ago. 

Could you give us the number of that Executive order? 
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Mr. Hotcomss. The only thing I remember quoting from, Mr. 
Reddan, is the statute. 

Mr. Reppan. You referred to an Executive order. 

Mr. Hotcomse. The latest one that I have here, and I think there 
are some later amendments, but it is substantially unchanged in the 
area we are talking about, is Executive Order No. 10575 as amended. 
That was originally a 1953 Executive order, amended by 10625 of 
August 2, 1955, and perhaps a more recent amendment. But in sec- 
tion 102 it specifies the authority under the Mutual Security Act which 
is vested in the Secretary of Defense. Other sections delegate respon- 
sibilities to the Department of State, Department of Commerce, 
and so forth. 

Mr. Reppan. Mr. Chairman, could Mr. Holcombe submit a memo- 
‘andum to us on this delegation? 

Mr. Harpy. Yes, I think we ought to have that. 

Mr. Reppan. With the full citations, please. 

Mr. Houtcompss. I'll be glad to. 

(The memorandum requested follows:) 


DEPARTMENT OF DEFENSE MEMORANDUM OF DELEGATION OF AUTHORITY 


Section 502 of the Mutual Security Act of 1951 abolished the Economic Co- 
operation Administration and established in its place the Mutual Security Agency 
headed by the Director for Mutual Security to whom was transferred the func- 
tions conferred upon the Administrator for Economic Cooperation by the Eco- 
nomie Cooperation Act of 1948. 

Section 503 of the Mutual Security Act of 1951 provided that after June 30, 
1952, the Director for Mutual Security would continue to have primary responsi- 
bility for defense support programs. Section 503 reads as follows: 

“After January 30, 1952, the Director [for Mutual Security], on behalf of the 
President and subject to his direction, shall, in consultation with the Secretaries 
of State and Defense, continue to have primary responsibility for— 

“‘(a) the development and administration of programs of assistance de- 
signed to sustain and increase military effort, including production, construc- 
tion, equipment, and materiel in each country or in groups of countries which 
receive United States military assistance; 

““(b) the provision of such equipment, materials, commodities, services, 
financial, or other assistance as he finds to be necessary for carrying out 
mutual defense programs; and 

€(@) * * *)) 

The Mutual Security Act of 1952 renumbered section 503 (a) and (b) and (e) 
as section 503 (a) (1) and (2) and (3), and added a new subsection (b) which 
repealed certain provisions of the Economic Cooperation Act of 1948 and a new 
subsection (¢) which listed the retained provisions of that act. 

Reorganization Plan No. 7 of 1953 established the Foreign Operations Adminis- 
tration and transferred to the Director of the Foreign Operations Administration 
all the functions vested by the Mutual Security Act of 1951, as amended, in the 
Director for Mutual Security. Executive Order No. 10476, dated August 1, 1953, 
delegated to the Director the functions conferred upon the President by the pro- 
visions of the Economic Cooperation Act retained by section 503 of the Mutual 
Security Act of 1951. 

The Mutual Security Act of 1954 codified and superseded a number of previous 
laws concerning mutual security and adopted the basic plan of placing authority 
to administer mutual security programs in the President to be delegated by him 
to such officers or agencies as he chooses. The provisions previously contained 
in section 503 (a) (1) and (2) of the Mutual Security Act of 1951, as amended, 
were enacted as section 131 (a) of the Mutual Security Act of 1954. That section 
provided that: 

“The President is hereby authorized to furnish to nations and organizations 
eligible to receive military assistance under chapter 1 of this title, or to nations 
which have joined with the United States in a regional collective defense arrange- 
ment, commodities, services and financial and other assistance designed to sustain 
and increase military effort. In furnishing such assistance, the President may 
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provide for the procurement and transfer from any source of any commodities or 
services (including processing, storing, transporting, marine insurance, and re- 
pairing) or any technical information and assistance.”’ 

By section 101 of Executive Order 10575 (19 F. R. 7249) the President delegated 
his functions under section 131 of the Mutual Security Act of 1954 to the Director 
of the Foreign Operations Administration. 

By section 101 of Executive Order No. 10610, dated May 9, 1955 (20 F. R. 
3179), these functions were transferred to the Secretary of State. Section 103 (a) 
of the Executive order provided that “except as may be provided by the Secretary 
of State, functions transferred by section 101 of the Executive order shall be car- 
ries oat by or under the International Cooperation Administration or the Director 
thereof. 

By State Department Delegation of Authority No. 85, dated June 30, 1955 
(20 F. R. 4825), functions relating to defense support were delegated to the 
Director of International Cooperation Administration. 

Section 4 (a) (1) of the Mutual Security Act of 1957 amended section 131 (a) 
of the Mutual Security Act of 1954, as amended, by inserting the word “specifi- 
cally” in the first sentence before the word ‘‘designed.” In addition, section 
10 (a) of the Mutual Security Act of 1957 amended section 521 of the Mutual 
Security Act of 1954, as amended, which authorizes the President to delegate 
his powers and authorities under the act, by adding the following new subsection: 

“(e) The President shall continue to exercise the powers conferred on him 
under chapter 3 of title I relating to defense support, only through the Secretary 
of State or his subordinates.” 

In explaining the purpose of this amendment to section 521 the Committee on 
Foreign Relations stated that: 

“This will insure that defense support will continue to be administered under 
the policy guidance of the Secretary of State.’”’” [Emphasis added, 8. Rept. 417, 
85th Cong., Ist sess., p. 9.] 

The foregoing does not delegate to the Secretary of Defense any direct 
responsibility with respect to defense support. 


Mr. Reppan. Mr. Holcombe, what responsibility does the MAAG 
have for determining the level of forces for a country? 

Mr. Hotcomsr, The MAAG is authorized to recommend changes 
in the authorized force units which must then be passed on by the 
unified command in the region under which the MAAG is situated, 
by the Joint Chiefs of Staff, and by the Secretary of Defense with the 
concurrence of the Department of State. 

If changes in forces originate at other levels, they will ordinarily be 
submitted to the Chief of the MAAG for his concurrence or dissent. 

This is one type of force level change. If it is a change in the 
equipping of the forces, or the level of operation of the forces, this he 
will recommend in his program requirements recommendations, in 
other words, how many tanks there should be, how much ammunition 
there should be, and how much spare parts there should be to keep 
those tanks going, which governs generally the rate of operations. 
These go through the programing process and will also be reviewed, 
except that those can be reviewed on a somewhat less formal basis and 
incorporated in the annual programs. 

Mr. Reppan. In determining the level of forces, does the MAAG 
take into consideration the economy of the country and the ability 
of the economy to support a certain portion of that level of forces? 

Mr. Hotcomse. Here the shoe is on the other foot. The MAAG’s 
judgment and recommendation is primary, but he will generally sub- 
mit the views along with the approval or nonapproval of the country 
team. If he should not do so, I am sure that the State Department 
would obtain it before they gave us clearance at this level, if they are 
of any substantial magnitude. Something of substantial magnitude, 
not, let us say, like whether you have one more or less antiaircraft gun 
battalion, would have the country team’s consideration. 
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Mr. Harpy. On that question, the level of forces, if your MAAG 
develops a recommendation of a force level, you have to have some 
criteria to go on. 

Certainly in none of these countries have they established levels of 
forces that are capable of withstanding an all-out Communist offensive. 

Mr. Hotcomse. No, sir. 

Mr. Harpy. So there must be some other basis for determining what 
is necessary, because nowhere have they got enough. 

An attack in Vietnam right now would be awfully hard to repell. 

Mr. Hotcomse. The United States objectives are stated and pro- 
vided to the MAAG chief, as well as other interested parties. These 
give him guidance as to the objectives he is aiming toward. It is 
not his own untrammeled military judgment as to what would be 
desirable if he were all alone out there. 

Mr. Harpy. Now who fixes the objectives? 

Mr. Hotcomse. The objectives are fixed generally at the highest 
level by the National Security Council. 

Mr. Harpy. Let’s see if we understand this, then. What you are 
saying is that the objectives, with respect to the military posture of 
each of these countries, are fixed by the National Security Council? 

Mr. Hotcomse. The United States objectives under which the mili- 
tary forces are made. I do not say that that is set forth in the Na- 
tional Security Council paper, obviously. 

Mr. Harpy. We are talking about getting to the United States 
objective of force levels in a particular country. How do we get to it? 

Mr. Hotcomss. We start with a general policy objective of the 
United States. For example, in a country in NATO it might be to 
support the country as a member of NATO, and its normal contribu- 
tion to the NATO forces. 

Mr. Harpy. That is a broad general policy. 

Mr. Houcomssz. That is right. That is what you start with. 
Then the unified commander generally works out the plan for forces 
in his area. He states that these are the forces that he has the 
responsibility for United States security in that area. ‘These are 
the forces I need in addition to the United States forces for this, that, 
and the other specific operational objective within these general 
objectives that are given.” 

Mr. Harpy. Wait a minute, does that commander break that 
down with respect to each country? 

Mr. Hotcompss. Yes, sir. 

Mr. Harpy. So you are saying that the unified commander says 
to the MAAG chief in every one of these countries where we have a 
MAAG, ‘Here is what we must have in terms of forces in this 
country.” 

Mr. Hotcomes. This varies a little bit from area to area. Of 
course, in Europe and Greece and Turkey this is done through the 
NATO operation. General Norstad is the Supreme Allied Com- 
mander of SHAPE, and he is the Commander in Chief of the United 
States forces in Europe. We have each year, as you know, a NATO 
annual review at which the forces are reviewed and new force goals are 
promulgated. These then are CINCEUR’s general recommendations 
to the Joint Chiefs of Staff, which the Joint Chiefs of Staff review. 

Mr. Harpy. Couldn’t we talk about an area where we have defense- 
support activities, because we do not have any over there? 
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Mr. Hotcomse. All right. In the Far East Admiral Stump in 
CINCPAC has the area responsibility and will make recommendations 
for any changes in the forces, either up or down. It is true that the 
MAAG or the country team may also make recommendations for 
changes in the force level. 

Mr. Harpy. You are saying that Admiral Stump will advise 
the MAAG chiefs in each country of the level of forces which he has 
determined are necessary to meet his overall requirements; is that 
right? 

Mr. Hotcomse. He will generally propose a distribution to his 
MAAG chiefs and get their opinions on it. If he feels that a change— 
and keep in mind we are talking about forces that exist now and force 
levels that exist, which in many cases we have inherited ——— 

Mr. Harpy. In many cases we have built up. Some of them we 
are still trying to build up. 

Mr. Hotcomse. Yes; very few, relatively few. The Chinese forces 
we inherited from the mainland. They were the ones that got back. 

Mr. Harpy. We did not inherit them in many places. 

Mr. Hotcomse. Yes; we did. 

Mr. Harpy. Not all of what we have. 

(Mr. Holeombe made an off-the-record response.) 

Mr. Harpy. The thing that I am concerned about is trying to 
understand how these things are determined. What you have in 
substance said, Admiral Stump in Hawaii determines the level of 
forces that is needed in each of these countries to meet his total re- 
quirements. 

Mr. Hotcomse. He recommends. The MAAG can recommend. 
I say more frequently it comes from the unified commander, who has 
the broad picture. That comes up to the Joint Chiefs of Staff, who 
make a recommendation to the Secretary of Defense, which the 
Secretary of Defense approves, disapproves, or modifies with the coordi- 
nation of the Secretary of State. The decision then is made on this, 
and the forces are published by the Secretary of Defense. 

Mr. Harpy. We are talking now about host country forces. 

Mr. Hotcomse. Weare talking about military-assistance-supported 
forces. 

Mr. Harpy. That is right, which we support. 

Mr. Hotcomssr. That is right, sir. 

Mr. Harpy. And then force levels are determined without taking 
into consideration the ability of the host country to support them. 

Mr. Houcomse. No, sir. 

Mr. Harpy. Then who takes that into account? 

Mr. Houcomse. That is taken into account at a number of levels. 
In the first place, it is taken into account by the country team. 

Mr. Harpy. When do they do it, before the recommendation is 
sent by the unified commander to Washington? 

Mr. Hotucomse. If they make the recommendation, they do it 
before they make the recommendation. If the recommendation 
starts in the unified command, it would normally include the ap- 
proval or disapproval of the country team. If by any chance it did 
not do that, you can be sure that State Department would get the 
recommendations of their ambassador before they concurred in any 
recommendation up here. 


e 


a 


f 


O 
eC 


DEFENSE SUPPORT FUNDS 59 


I also have a small group of people who look at that for the Secre- 
tary of Defense directly. 

Mr. Harpy. After it runs all through that, then it is approved 
by the Secretary of State, and the Secretary of Defense, jointly? 

Mr. Hotcomse. That is right, sir. 

Mr. Harpy. And then the results are sent back to the unified 
commander, who in turn distributes them to his chiefs of MAAG? 

Mr. Hotcomse. No; they are published directly from Washington, 
in what we call programing guidance. 

Mr. Harpy. Aren’t those figures classified at all? 

Mr. Hotcomse. Yes, they are classified. 

Mr. Harpy. Who are they distributed to? 

Mr. Hotcomser. They are distributed to the MAAG’s, the unified 
commands, the Department of State, ICA, the Bureau of the Budget, 
and the Comptroller General. 

Mr. Harpy. When does somebody take the liberty of discussing 
these force levels with the host country? 

Mr. Hotcomss. Only after they have not only been completely 
approved, but when we get to the point of programing for them. 

Mr. Harpy. That is all I have. 

Mr. Hotcomse. I might discuss some of these problems off the 
record 

(Discussion off the record.) 

Mr. Hotcomse. Mr. Chairman, I think there have been manful 
efforts and I think you will see when we come up with our budgetary 
program presentation this year that around the world in the last 2 
years we have been trying to get more realistic force objectives. 

We have been making ¢ economic surveys to the best of our ability, 
and there are lots of other judgments that can be applied on a more 
military basis, for example, do they have enough manpower to con- 
tinue to man these forces on some realistic length of service, and so 
forth. 

Mr. Harpy. You have been fixing the force levels in the United 
States on the basis of the amount of money you thought you could 
get to pay them, but we do not do that overseas? 

Mr. Hotcomse. Substantially we do, yes, sir, and other things. 

Mr. Reppan. Mr. Holcombe Phas} the} Department of Defense 
issued any instructions or directions to the MAAG’s as to their 
functions and responsibilities as members of a country team with 

respect to the formulation of the defense-support program? 

Mr. Houtcomse. Aside from the directive | mentioned, which stated 
that they would assist, we have not issued anything specifically on 
defense support. Beginning last year we asked each ‘MAL AG chief to 
try to make an inde :pendent assessment of the country’s military 
budget, which is already a step further than we have ever gone before. 
We are having considerable difficulty, and are going to ‘have to do 
quite a lot of training on, to get a projection of the local budgetary 
requirements, defense budge tary requirements for some years in the 
future. This will be a help toward the military judgments and some 
military financial judgments that I have talked about. It does not go, 
and we have not gone under the authority given us by the law, and 
the Executive order, beyond that in our directives to the field. 

Mr. Reppan. Mr. Chairman, may we have a copy of that directive 
for the record? 
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Mr. Harpy. Can you send us a copy? 

Mr. Reppan. A copy of the directive. 

Mr. Hotcomse. Yes, sir. 

(The directive requested follows:) 
July'22, 1957 

NUMBER 5132.3 
ASD (ISA) 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: DoD Policy, Organization, and Responsibilities Relating to the Military 
Assistance Program 
Ref. (a): DoD Directive 5132.3, subject as above, July 14, 1955 (cancelled 
herein) 
I. PURPOSE 


To provide for carrying out the responsibilities of the Secretary of Defense 
under the Mutual Security Act and executive orders and directives relating to 
the administration of the Military Assistance Program. 


II, MILITARY ASSISTANCE POLICY 


A. The program shall be administered in accordance with the provisions of the 
Mutual Security Act of 1954, as amended, which sets forth the purposes of the 
program as follows: “It is the purpose of this chapter to authorize measures in 
the common defense, including the furnishing of military assistance to friendly 
nations and international organizations in order to promote the foreign policy, 
security, and general welfare of the United States and to facilitate the effective 
participation of such nations in arrangements for individual and collective self- 
defense.” 

B. The Secretary of Defense will establish broad policies relating to military 
assistance. Subject to the direction, instruction and policy guidance of the 
Secretary of Defense, the duties of the Secretaries of the Military Departments, 
the Assistant Secretaries of Defense, the Joint Chiefs of Staff, and the Com- 
manders of Unified Commands with respect to military assistance are assigned as 
set forth herein. 

C. The program shall be administered in accordance with the foreign policy 
and the security objectives of the United States. 

D. Military Assistance Programs shall support and be in consonance with 
U. 8. military strategic plans and objectives. 

E. The development of regional defensive systems suitable for multinational 
participation shall be encouraged. 

F. Military Assistance Programs shall take into consideration the economic 
capabilities of the specific countries involved. Except for overriding military 
considerations, the U. 8. should discourage the buildup of indigenous military 
forces which the country cannot ultimately support. If economic limitations may 
be expected to restrict the attainment of desired military strength, the Assistant 
Secretary of Defense (International Security Affairs) will seek to enlist from other 
government agencies such economic assistance as may be necessary to increase 
and enhance military capabilities. 

G. Insofar as consistent with over-all security objectives, sales of military 
equipment, supplies and services to friendly nations will be encouraged. 


III. ORGANIZATION AND RESPONSIBILITIES 


A. Assistant Secretary of Defense (International Security Affairs) 

1. Under the policy direction of the Secretary of Defense, the Assistant Secre- 
tary of Defense (International Security Affairs) shall act for the Secretary of 
Defense-in mimitary assistance matters and be responsible for all military assist- 
ance activities of the Department of Defense. 

2. In carrying out this responsibility, the Assistant Secretary of Defense 
(International Security Affairs) shall: 

a. Direct and supervise all aspects of military assistance. 

b. Supervise and coordinate all relations of Department of Defense 
Organizations with other government agencies in the field of military 
assistance. 

ec. Direct and supervise military assistance programming including the 
development, preparation, refinement, and control of programs; the estab- 
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lishment of the monetary values thereof and the approval of delivery 
schedules therefor. 

d. In conjunction with other agencies and offices of OSD as appropriate, 
maintain continuing liaison with the Congress on military assistance matters, 
and support before the Congress the annual request for military assistance 
legislation and funds. 

e. Review and approve terms of reference and missions for Military Assist- 
ance Advisory Groups (MAAG’s) and their composition, organization and 
size. The term MAAG as used here and throughout this directive shall be 
taken to include joint U. S. military advisory groups and also training 
missions insofar as such missions may be assigned military assistance functions. 

f. Approve the appointment of Chiefs of MAAG’s based on nominations 
by the Military Departments. 

g. Administer, supervise, establish terms of reference for and give policy 
direction to defense representatives assigned to U. 8. missions to regional 
organizations such as NATO. 

h. Utilize the services and facilities of other Assistant Secretaries of 
Defense, the Military Departments, the Unified Commands, and other 
Departments of Defense organizations as set forth herein. 


B. Other Assistant Secretaries of Defense 


Other Assistant Secretaries of Defense and the General Counsel, and Assistants 


to the Secretary of Defense, shall provide, within the scope of their assigned 
functions, appropriate assistance to the Assistant Secretary of Defense (Interna- 
tional Security Affairs) in respect to military assistance. 


C. The Joint Chiefs of Staff 


1. The Joint Chiefs of Staff in accordance with their statutory responsibility 


shall provide the Secretary of Defense with military advice on military assistance 
matters. 


2. The military advice of the Joint Chiefs of Staff shall include, but shall not 


be limited to: 


D. 


a. Recommending military objectives, force objectives, scale of equipping 
and priorities of attainment of force objectives on a country and area basis. 

b. Keeping the Military Assistance Program under continuous review to 
insure that Military Assistance Programs are in consonance with U. 8. 
global security plans and that military assistance resources are being dis- 
tributed most effectively to further U. 8. strategic concepts. 

ec. Recommending priorities of allocation of military material and equip- 
ment among recipient nations and between recipient nations and the United 
States Armed Forces. 

d. Recommending the allocation of military assistance resources to allied 
military forces, and making recommendations concerning associated budget 
requests. 


Military Departments 


. The Military Departments shall: 


a. Prepare data necessary for the development of budget estimates, prepare 
programs, and advise the Assistant Secretary of Defense (International 
Security Affairs) with respect to cost, availability, source of supply (stock, 
U. S. production) delivery forecast and funding requirements of such pro- 
grams. 

b. Subsequently, prepare refined programs as may be required by review 
actions, fund limitations, ete. 

c. Procure and deliver to recipients materiel and services included in ap- 
proved programs in accordance with delivery schedules approved by the 
Assistant Secretary of Defense (International Security Affairs). 

d. Make recommendations to the Assistant Secretary of Defense (Inter- 
national Security Affairs) with respect to major changes of approved pro- 
grams. 

e. Develop training programs in accordance with instructions from the 
Assistant Secretary of Defense (International Security Affairs) and submit 
such programs to the Assistant Secretary of Defense (International Security 
Affairs) for approval. 

f. Supervise and carry out approved training programs. 

g. Review Military Assistance Programs and advise the Assistant Secre- 
tary of Defense (International Security Affairs) when such programs are not 
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in consonance with the basic programs of the Departments in support of 
U. 8. military plans and objectives. 

h. Select from approved materiel programs appropriate items for procure- 
ment offshore and make recommendations to the Assistant Secretary of De- 
fense (International Security Affairs). When approved by the Assistant 
Secretary of Defense (International Security Affairs), procure such materiel 
in accordance with the approved procurement procedures. 

i. Provide to the Assistant Secretary of Defense (International Security 
Affairs) recommendations and technical assistance as to proposed Facilities 
Assistance Programs, and implement such programs when approved. 

j. Provide technical assistance and facilities and furnish advice and recom- 
mendations as requested by the Assistant Secretaries of Defense (Inter- 
national Security Affairs) and (Research and Engineering) with respect to 
the Mutual Weapons Development Program. 

k. With the approval of the Assistant Secretary of Defense (International 
Security Affairs) sell military equipment and services to eligible nations and 
international organizations in accordance with the Mutual Security Act of 
1954, as amended. The Assistant Secretary of Defense (International Secu- 
rity Affairs) may authorize the Military Departments to make sales to cer- 
tain nations and organizations, or with respect to certain categories of 
materiel without specific prior approval. 

1. Integrate procurement for Military Assistance Programs with service 
procurement programs. 

m. Maintain appropriate records and furnish neeessary reports within the 
scope of their responsibility for each element of the program. 

n. Assure that information with respect to purchases made for Military 
Assistance Pyograms is made avaiiable, as far in advance as possible, to 
suppliers in dhe United States, and particularly to small independent enter- 


prises in accyrdance with Section 504 of the Mutual Security Act of 1954, 
as amended. 

2. In its role of executive agency each Military Department, in respect of the 
area or areas assigned to it, shall be responsible for providing administrative 
support to the Military Assistance Advisory Groups, subject to the direction and 
policy guidance of the Assistant Secretary of Defense (International Security 


Affairs). In countries not under the cognizance of a Commander of a Unified 
Command, the designated Executive Agency shall have the responsibilities and 
authorities provided in paragraph “E” below. Existing responsibilities of the 
Executive Agencies not related to military assistance shall not be affected by this 
directive. 


E. Unified commands 


1. With respect to the Military Assistance Program within their respective 
areas, Commanders of Unified Commands shall: 

a. Correlate military assistance planning with U.S. military plans. 

b. Supervise and direct the development of estimates of country require- 
ments and program recommendations by the MAAG’s. Review such esti- 
mates and make recommendations thereon to the Assistant Secretary of 
Defense (International Security Affairs) and the Military Departments. 

c. Provide administrative support to military assistance activities in their 
respective areas as directed by the Executive Agency. 

d. Provide necessary technical assistance to the Military Assistance Ad- 
visory Groups in their respective areas as requested or directed. 

e. In accordance with guidance and direction of the Assistant Secretary 
of Defense (International Security Affairs) direct and supervise the execution 
of approved programs in their respective areas. 

f. Coordinate offshore procurement activities carried out by their respec- 
tive subordinate procuring agencies including coordination with the country 
teams within their respective areas. 

g. Make recommendations to the Assistant Secretary of Defense (Inter- 
national Security Affairs) regarding proposed Facilities Assistance projects 
and provide technical assistance in the study of proposed projects and the 
execution of approved programs. 

h. Provide such other assistance to the Assistant Secretary of Defense 
(International Security Affairs) as may be requested in connection with the 
Military Assistance Program. 

2. For the purpose of military assistance activities only, CINCARIB’s area is 
extended to include all of Latin America and USCINCEUR is extended to include 
North Africa and the Middle East including Pakistan but excluding Saudi Arabia. 





DEFENSE SUPPORT FUNDS 63 


This directive will not be construed as authorizing commanders of Unified Com- 
mands to exercise supervision or command over the separate service training 
missions in their areas. However, in countries where no MAAG establishment 
exists, service training missions may be assigned MAAG functions with respect 
to Military Assistance Programs. In these instances, the Commanders of Unified 
Commands will call upon the appropriately designated Mission Chief to provide 
the necessary information and assistance required to conduct an efficient Military 
Assistance Program within such country. 

3. Existing responsibilities of Commanders of Unified Commands not related 
to military assistance shall not be affected by this Directive: 
F. Military Assistance Advisory Groups 

1. Military Assistance Advisory Groups are representatives of the Secretary 
of Defense in the countries to which they are accredited. They shall have such 
relationship with the Chief of the U. 8. Diplomatic Mission as prescribed by 
current executive orders and other pertinent instructions. 

2. Under the military command of the Commanders of the Unified Commands, 
or, a8 appropriate, the Executive Agencies, MAAG’s will: 

a. Make recommendations to the Commander of the Unified Command 
concerning military assistance in their respective countries. 

b. Develop and submit Military Assistance Program recommendations 
for their respective countries through the Unified Command and the Military 
Departments to the Assistant Secretary of Defense (International Security 
Affairs). 

c. Make recommendations to the Commander of the Unified Command 
concerning offshore procurement of military assistance material or services. 

d. Observe and report on the utilization of material furnished by, and per- 
sonnel trained, at the expense of the United States. 

e. Administer military sales transactions in accordance with current in- 
structions. 

f. Provide appropriate advisory services and technical assistance to recip- 
ient countries on military assistance. 

g. Work directly with the Military Departments and appropriate military 
area commands in arranging for receipt and transfer of military assistance 
materiel, training, and services to recipient nations, 

h. Provide liaison with the country involved with respect to facilities 
assistance and offshore procurement matters. 

3. With respect to the Mutual Weapons Development Program, each Military 
Assistance Advisory Group shall provide such services as may be requested. 

4. Direct communication is authorized between service sections of the Military 
Assistance Advisory Groups and their respective Military Departments on tech- 
nical and administrative matters. 


G. Military Assistance Management Council 

1. There shall be established in the Office of the Secretary of Defense, under 
chairmanship of the Assistant Secretary of Defense (International Security Affairs) 
a Military Assistance Management Council consisting of the following: 

Assistant Secretary of Defense (International Security Affairs), Chairman. 
Assistant Secretary of Defense (Comptroller). 

Assistant Secretary of Defense (Supply and Logistics). 

Assistant Secretary of Defense (Research and Engineering). 

Assistant Secretary of the Army (Logistics). 

Assistant Secretary of the Navy (Material). 

Assistant Secretary of the Air Force (Materiel). 

A General or Flag Officer designated to represent the Joint Chiefs of Staff. 

2. Other appropriate Assistant Secretaries of Defense may be invited to attend 
meetings of the Council when subjects under their cognizance are scheduled for 
discussion. 

3. The Military Assistance Management Council will provide recommenda- 
tions to the Secretary of Defense with respect to the planning and execution of 
Military Assistance Programs in order to ensure that such programs are planned, 
developed and implemented as a single coordinated program designed to support 
U. 8. objectives on a worldwide basis. 
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IV. RESCISSIONS 


Reference (a) is hereby superseded and cancelled. 

C. E. WILson, 
Secretary of Defense. 

Mr. Reppan. I have one other question, Mr. Holcombe. 

What authority does CINCPAC have or exercise in connection 
with the review of the defense support budget from Taiwan and 
Indochina? 

Mr. Hotcomse. There is no directive or instruction from Wash- 
ington that requires any unified commander or directs or authorizes 
any unified commander to do anything in that respect. Each unified 
commander has, as the commander of his MAAG’s, the authority to 
ask for such informational material as he desires, and to give them 
such guidance in their local determinations. It is my understanding 
that CINCPAC is getting in informational] copies on the basis of a 
theater directive and making some comments. 

Exactly what basis he has for these comments, I do not know. 

Mr. Harpy. It may be a good idea. Maybe he will set a pattern 
that some of the rest of you could profit by. 

Mr. Hotcomse. I will look into it next month. 

We are sending some people out there in the next couple of weeks. 

Mr. Revss. In answer to the chairman’s question a moment ago, 
Mr. Holcombe, you said, and this should, I suppose, be off the record. 

(Discussion off the record.) 

Mr. Hotcomse. Military-assistance-supported forces. 

Mr. Reuss. Yes. 

What about Thailand and Pakistan? 

That generalization is not true there; is it? 

Mr. Hotcomser. Again these are things that are under negotia- 
tions so this will have to be out of the record. 

(Response made off the record.) 

Mr. Harpy. What about Iran? 

Mr. Hotcomser. (Response made off the record.) 

Mr. Harpy. You are not aware of any proposals of ours that we 
increase the levels that are being supported? 

Mr. Hotcomse. (Response made off the record.) 

Mr. Harpy. I am talking about proposals of ours. 

(Discussion off the record.) 

Mr. Harpy. Anything further? 

Mr. Reuss. No, thank you, sir. 

Mr. Harpy. Mr. Holcombe, we appreciate your frank discussion of 
some of these things with us. I think we have got a lot of work to do. 
You have, it seems to me, a lot of loose ends that need to be tied 
together, and I think some of them are in your own bailiwick. 

Mr. Houcomse. In the military assistance phase of this thing, 
Mr. Chairman, I think that my superiors are following that direction 
that you are indicating should be followed of greater realism and 
looking at all sides of this thing. 

In defense support, we are not, as I have said, either equipped or 
responsible for the economic judgments that need to be made, and 
therefore, we are not able to be as helpful to you as we can in the 
areas we know more about them. 
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Mr. Harpy. Thank you very much. 

Mr. Brownson. The only thing I have by way of comment is that 
it looks to us like there are too many decisions being made in Wash- 
ington and not enough policy. 

In other words, if you came out with policies, it would be possible to 
decentralize some of the decision making to the field. The policies 
would have to be such that they could be understood by the field. 

In the absence of such clear-cut policy, almost every routine decision 
has to come into Washington. This creates a de lay and a certain 
frustration in the field. 

Mr. Harpy. We will adjourn to meet tomorrow afternoon, if Mr. 
Dillon can come. If not, we will set it back to 10 o’clock. 

(Whereupon, at 4:20 p. m., the subcommittee was recessed to recon- 
vene at 2 p. m., Tuesday, January 28, 1958.) 





USE OF DEFENSE SUPPORT FUNDS FOR ECONOMIC 
AND POLITICAL PURPOSES 


TUESDAY, JANUARY 28, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, at 2:55 p. m., in room 304, Old House 
Office Building, Representative Porter Hardy, Jr. (chairman of the 
subcommittee) presiding. 

Present: Representatives Hardy (chairman), Reuss, Kee, Brown- 
son, Meader and Knox. 

Also present: John T. M. Reddan, chief counsel; Richard Bray, 
counsel, Walton Woods, staff investigator, and Phyllis M. Seymour, 
clerk. 

Mr. Harpy. Let the subcommittee come to order. 


STATEMENT OF C, DOUGLAS DILLON, DEPUTY UNDER SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS; ACCOMPANIED BY PHIL- 
ANDER CLAXTON, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY FOR CONGRESSIONAL RELATIONS, DEPARTMENT 
OF STATE 


Mr. Harpy. Mr. Dillon, we appreciate your being with us this 
afternoon. I might observe that in your absence yesterday, Mr. 
Claxton made a very good reader, and he presented your statement 
very clearly and did not equivocate, not once, as he was reading it. 

We wanted to ask him a few questions when he got through, but 
we decided it would be better to defer those until you got here today, 
so we did not press him very hard. I am glad that we put them off 
until this afternoon because it gave us a little better opportunity to 
look over the statement, to try to see if we could correct one or two 
impressions that we had gotten yesterday as the statement was read. 

There is one thing that I want to observe before we get any further 
into your statement and the questions. 

At the very beginning of your statement, regarding the submission 
that came along at the same time containing the background material, 
the history of the defense support, there was an indication that there 
had not been enough time for the preparation of that material. 

Well, I do not know how much time it takes the ICA to develop 
such a paper but we had requested it on December 27. ‘Today is 
January 28, so yesterday was exactly 1 month, to the day, after our 
request had gone in. 
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Frankly, I thought that the time was not unreasonable and I do 
not find any particular reason to feel that the committee was asking 
for something that required too much effort, or that we should have 
expected the witnesses to come up unprepared because of the short 
length of time available. 

With that observation maybe we can get down to discussing the 
statement itself. And again I want to express my appreciation for 
your being here this afternoon. In keeping with our usual procedure, 
which was initiated by Mr. Brownson and which I think is a good 
one, we would appreciate it if you would give us a little résumé of your 
personal background and history, if you would, sir. 

Mr. Dituon. I would be delighted to. 

First, I would like to comment that I personally was not aware 
that the request that you mentioned was on the 27th of December 
until you mentioned it this moment, and certainly I would agree 
with you that 1 month is plenty of time to get it prepared. 

As to my own background: After graduating from college, I entered 
into one form or another of financial business in New York. During 
that time I was always considerably interested in affairs abroad, and 
I traveled considerably and I did a certain amount of business abroad 
and kept up a close connection with various organizations interested 
in international affairs in this country, such as the Foreign Policy 
Association, the Council on Foreign Relations. 

My activity with the Government, except for 5 years in the Navy 
during the war, began in 1953 when I went to Paris as Ambassador, and 
I completed 4 years of duty there. After that, I was named by the 
President to my present job with the title of Deputy Under Secretary 
of State for Economic Affairs, since last March 1, I think it was. 

Mr. Harpy. Well, that is a very impressive background, and 
certainly one that would indicate that you have had “considerable 
experience in the matters with which you are now dealing. 

Are there any questions by members of the committee? 

Mr. Brownson. What type of service was it that you performed in 
the Navy? 

Mr. Ditton. I was in the air side of the Navy, not as a pilot, but 
ground service, the AVF it was called. I served at various places; 
a year in Seattle, Wash., the naval air station there, about a year 
and a half at 2 or 3 different times in W ashington here, and most 
of the rest of the time I was in the Pacific and served on an aircraft 
carrier in the central Pacific, and I was flag secretary to the task 
force commander. 

I then spent a year in the southwestern Pacific where I was assistant 
operations officer of aircraft of the Seventh Fleet, and I served all 
the way down the New Guinea coast, the Philippines, and so forth. 

Mr. Brownson. Thank you very much. 

Mr. Harpy. Now, if we might return to your presentation of yes- 
terday—and I thought incidentally that I might inquire first if there 
is any further statement or observation that you would like to make 
before we get down to specifics. 

Mr. Dituon. No, sir. 

Mr. Harpy. Fine. Turning again to the observation that we made 
a moment ago about the request that we made for historical data on 
December 27, we have not, of course, had a chance to go very far into 
the miquotendum that was sent up yesterday. 
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I was a little bit bothered by the statement right at the beginning 
of your statement which said, “Because of the limited time available, 
this paper should not be considered definitive.” 

Now, is there anything specific in that statement that you know of 
that is of sufficient doubt for us to pay particular attention to? 

Mr. Dituon. I donot. This is a historical paper that was prepared 
by the statf under me, and I have gone over it, but since I did not 
live through this period, it is not something that I personally was very 
competent to deal with. As far as I know, it is an adequate presenta- 
tion. I do not know whether Mr. Claxton has anything to add as to 
why he felt it was not definitive. 

Mr. Harpy. All right, maybe he could answer. 

Mr. Ciaxton. I think that the point is not that we feel that there 
is anything wrong with it. The point is that there is a whole lot of 
history since 1952 at the committee hearings and all that sort of thing, 
and although those had been gone through, not all of them were quoted 
here, or gone into detail, because there is a pretty big mass of stuff. 

What we tried to do was to make it representative-——— 

Mr. Harpy. In other words, you are suggesting, Mr. Claxton, that 
if the certain portions from the history which you selected are not 
complete we should not hold it against you? 

Mr. Ciaxton. Yes, sir. We tried to select those selections which 
were most representative of whatever was done on the floor in the 
debates. We have not quoted everything verbatim because it would 
be quite a little bit of a book if we had. 

Mr. Harpy. And so this represents considerable judgment on the 
part of whoever compiled it, selecting the portions of the debates 
which were representative? 

Mr. Ciaxton. That is what we tried to do; yes, sir. 

Mr. Harpy. Would you disagree with my feeling that a month is a 
reasonable time to assemble such an item? 

Mr. Cxiaxton. I agree with your feeling. I would say that I had 
not realized that it was a month later. 

Mr. Brownson. Mr. Chairman, I think that brings up a point. 
If a letter was written. 

Mr. Harpy. It was not actually a letter. It was a telephone call. 

Mr. Brownson. Is that why it did not come to the attention of the 
gentlemen who are testifying? 

Mr. Harpy. I might say to you, Mr. Brownson, that the request 
actually was made to the ICA, and it was made, I am informed just 
now, by a personal visit on December 27 rather than a telephone call. 

Mr. Brownson. I wonder if Mr. Claxton has a statement about 
that. 

Mr. Harpy. That would be very interesting 

Mr. Cuaxron. I might say that the first I heard of it was when 
your letter was received sometime last week, last Wednesday, I 
believe, and your letter directed to Mr. Dulles came to my attention. 

Mr. Harpy. Mr. Dillon, would it be requesting too much to try 
to ascertain what the ICA has done in the interim? Maybe we 
should pin this down a little bit further. 

In other words, would you éell the committee to whom you talked, 
and of whom you made the request, Mr. Woods? 

Mr. Woops. Yes, sir. On December 27 I called at the office of 
Mr. Ohly. I asked him to prepare a statement giving a history of the 
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categories of defense support, and he said that he was busy with his 
work and would not be able to give it to me right away, but that he 
would within a reasonable time. 

On January 14, 1958, I called him again on the phone and he said 
that he had been very busy and could not at the time give me any 
data—— 

Mr. Harpy. That was on January 14? 

Mr. Woops. Yes, sir 

Mr. Harpy. Was that after the committee had tentatively agreed 
on the 27th as the date for its meeting? 

Mr. Woops. Yes, sir 

Mr. Harpy. I suppose you did not advise Mr. Ohly that we had 
a meeting scheduled for the 27th, or do you recall? 

Mr. Woops. I did not. 

Mr. Harpy. Now, might I inquire 

Mr. Criaxton. Excuse me, could I make just one point? This 
work was not started after your letter arrived by any means. The 
work had been going on for some time. 

Mr. Harpy. Prior to the 14th? 

Mr. Criaxton. I cannot answer that. All I know is that a good 
deal of work was done when the letter was received, and when we 
knew for the first time that a date was set, of course, we went into it. 

Mr. Harpy. How much of this was compiled by Mr. Ohly; do 
you know, Mr. Claxton? 

Mr. Ciaxton. I don’t know, sir. 

Mr. Harpy. Do you know who compiled it? 

Mr. Criaxton. This was compiled essentially in the legal office of 
the ICA, the legal research being done back in the records. 

Mr. Harpy. Thank you. Do you have anything further on this? 
Any other questions by the members of the committee on this? 

Mr. Brownson. Not on this point. There is one question I would 
like to raise in connection with our colleague’s speech on the floor 
yesterday in which I was very interested. Mr. Reuss raised the 
question as to why all of our work in this field is so complicated by 
the high security classifications imposed on much of this material 
and who applies these classifications. 

Mr. Harpy. I think that you would have to pin that down a little 
closer; would you not? 

Mr. Brownson. Well, in these budget presentations, as they come 
to us and the House Committee on Foreign Affairs, we find that a 
good deal of this material is classified “secret.’? Some of the data is 
classified “‘secret,’”’ although you can read the same figures from time 
to time in the New York Times, which apparently has ways of getting 
around these things. 

We even find that some of the definitions of the objectives of de- 
fense support, as listed in the briefing papers for the Committee on 
Foreign Affairs, are classified as “‘secret,’’ although in general, when 
you see them all together here, as our staff has gotten them together, 
they are apparently, very obviously definitions in the light ‘of the 
overall definition which Mr. Claxton supplied yesterday ‘of defense 
support, I wonder why these high-security classifications are believed 
necessary. They make us close this hearing today, although it would 
be of interest to a lot of people, I am sure. 
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Mr. Ditton. The reason for the classification of the presentation 
is that the figures that are put in these illustrative programs which 
we submit, when we make these submissions, are not final figures; 
they are merely illustrative, and they are always subject to con- 
siderable change, not only because conditions change from time to 
time; from when they were first developed, maybe a year will go by 
before they are put in effect. 

But also, and probably more importantly, because action of the 
Congress has in the past pretty regularly reduced the amount of 
funds requested, and necessitated a reprograming. 

If these figures became public at the time they were up for con- 
sideration, I think that it would cause a great problem in our foreign 
relations, and it would upset the countries that were concerned if they 
got less, and I think that it would be a difficult thing for the Congress, 
too, because they would be bombarded from all sides by the individual 
countries that would be interested in some individual program. 

Mr. Brownson. Well, we Congressmen will take our chances on 
that. Is this just another case where ignorance is bliss? When 90 
percent of the Congressmen are not allowed to know what the figures 
are, anyway, they are obviously immune from any influence, good or 
bad, on the subject. 

Mr. Ditton. Well, I do not know of any way of getting around 
that, except I fully trust that the Committee on Foreign Affairs has 
all of the figures and the Committee on Appropriations has them all— 
and isn’t it true that the figures are available to the individual Con- 
gressmen when they want to look at them? 

Mr. Ciaxton. That is correct. 

Mr. Harpy. Well, now, just one minute. 

I have heard that statement made time and again, but do you know 
when they become available to the Congressmen? Last year they 
became available during debate on the authorization bill, and they 
became available on the desk of the committee chairman on the 
floor of the House. A Member can go up and can get permission to 
look at those figures. 

There is no reasonable opportunity to study these things, and know 
anything about them, until they get on the floor. 

This committee and the Foreign Affairs and Appropriations Com- 
mittees are the only ones that have sufficient access to those books to 
really study them and we did not have them until we made a fuss 
about it last year. 

Mr. Reuss. And I will add in addition to everything else, that even 
though the figures and the details do become available to Members 
very shortly before the debate on the floor, there really cannot be an 
intelligent debate on the floor. You cannot on the floor ask any ques- 
tions based on this data, or in any way mention the data, without 
being quite properly called to order. 

This is a problem I know you are conscious of and wrestling with. 

Mr. Harpy. If I might follow that up just a little bit, I think there 
might be some reason in the particular point that you have made with 
respect to the attitude of the foreign countries, but some of us are not 
willing to admit that that is as important as the Department makes 
it out to be. I grant there is a difference of opinion, but if we assume 
that that position is valid, then at what time is it proper to release 
those figures? I believe your figures for 1957 are still classified as 
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secret, even though in a great many cases the programs or agreements 
were entered into and funds have been apportioned or allocated— 
I don’t know whether they have been obligated; I reckon you could 
say they have been obligated but not subobligated. 

And I am not at all sure of the 1956 figures. Aren’t they still 
classified? 

Mr. Dition. I am not aware of what the situation is there, except 
that I know that in the overall figures, they are unclassified, 1956 and 
1957; but by “overall,” I mean the overall figures, say, on the Near 
East, South Asia, and in that form—I don’t know whether the individ- 
ual ones are unclassified or not. I have not got that with me. 

Mr. Harpy. I think you will find that they still are. 

Are there any further questions on that point? 

(No response. ) 

Mr. Harpy. I would like to get: back, then, to your statement, if 
we could get a few specifics. 

At the very top of page 2, the very first sentence, you say: ‘In its 
essence, defense support is aid of an economic kind’’—and you have 
the words “economic kind” underscored. 

Should that kind of aid be economically justified, and is it economi- 
cally justified? 

Mr. Drixton. It could be either economically or politically justified. 

Mr. Harpy. So then, it would not be necessarily economically 
sound? 

Mr. Dituon. Political factors would certainly be taken into con- 
sideration in arriving at a conclusion, which might lead one to increase 
the level somewhat over what a purely economic judgment would 
dictate. 

Mr. Harpy. Well, to get to an example, suppose somebody comes 
up with the idea of building a big dam. I take it from your statement 
that it would be proper under your definition of defense support to 
allocate United States dollars for the construction of that dam, even 
though the dam was not economically justifiable? 

Mr. Drtton. That would be proper under the definition of defense 
support; yes, sir. But I think it would be very bad judgment to 
use it for something that was clearly economically not justifiable. 
That would be a different matter. 

Mr. Harpy. Well, are you aware of any major projects of an eco- 
nomic nature that are not economically sound, but for which we are 
spending considerable sums of money? 

Mr. Dition. No; 1 am not aware of that. 

When I said that political factors are influential, what I had in 
mind was not so much individual projects as the overall level of aid. 

Now, in some countries, particularly countries in which we are 
interested in base agreements, the political factor is very important 
and has a real influence on the level of aid that we decide to give to 
that country, and that is generally true, and that is what I primarily 
have in mind. And that also follows in some other countries. 

Mr. Harpy. Let us explore that a little further. 

Suppose you took country A and justified a level of aid, or at least 
requested that the fixing of aid at a particular level, based on political 
considerations only, then would it be incumbent on anybody to try 


to see that that aid was applied in a manner that was economically 
sound? 
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Mr. Ditton. That is the job of the ICA, and it is their job all the 
time with all aid that they give. 

Mr. Harpy. So then, it is entirely possible that levels of aid in some 
countries have been predetermined on a basis of political considera- 
tions, without regard to economic justification, and subsequently ICA 
was told to find an economic justification for the individual projects? 

Mr. Ditton. That could be possible, although economic justifica- 
tion always comes into the complex judgment that is used in setting 
an aid negotiation; but in a negotiation such as—I can give you an 
example of one where the political influence was very strong, and also 
the military considerations were strong, and the economic ones were 
weak. 

(Discussion off the record.) 

Mr. Harpy. In substance, what you were doing was finding land 
for an airfield? 

Mr. Ditton. In substance, that is pretty close to correct. 

Mr. Harpy. So that is a combination of political and military 
justifications. 

Now, how do you classify that as defense support; how do you 
justify that under any definition of defense support? 

Mr. Dition. Well, the definition of defense support that we had, 
and that we are operating under, is that economic assistance which 
is necessary to, or required to, secure or accomplish a military objec- 
tive in the common defense, and then it goes on to say 

Mr. Harpy. That is a new definition. 

Mr. Ditton. I will read it to be accurate, if I did not say it very 
accurately : 

Defense support to any country is that economic assistance which is required, 
in addition to any necessary military assistance, to make possible, or otherwise to 
secure, some specific contribution by the country to the common defense. 

Mr. Harpy. Where did we get that? What is that in? 

Mr. Ditton. That is the definition of defense support in last year’s 
presentation book for the Congress, page 31. 

Mr. Brownson. But that is not in this paper you gave us yester- 
day, is it? 

Mr. Ciaxton. Yes, sir; on page 13 of Mr. Dillon’s statement. 

Mr. Brownson. I thought that the definition you were operating 
under was the first one that you gave on page 2 of your prepared 
statement. You said, “In its essence, defense support is aid of an 
economic kind given to a country supporting a substantial military 
establishment’’—which is certainly not true of Saudi Arabia—“pur- 
suant to an agreement with the United States and for the purpose of 
helping that country have the economic and political stability neces- 
sary to enable it to achieve the desired military effort.” 

hat was the first and what I thought was the currently accepted 
definition of defense support. 

Mr. Ditton. That is correct. That is not a legal definition. It is 
a description of the central idea of defense support. The legal defini- 
tion piohulde the part having to do with bases. 

Mr. Brownson. This other on page 2—this is not a legal definition? 

Mr. Ditton. No; this on page 2 is just an oral definition, and the 
other is in this presentation book. 

Mr. Harpy. That is the presentation book that went to the com- 
mittee, but scattered throughout that book are different definitions 
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and, as a matter of fact, in essence there is a different one for every 
country. They are not set forth as definitions, but they are set forth 
on a sheet for every country, and so this one that you have just given 
me is a little bit more encompassing than I recalled. 

Mr. Ditton. That was the major definition under defense support 
last year, and in this paper that you had yesterday we did mention it 
on page 13, where it is underlined. 

Mr. Harpy. Since Mr. Claxton referred to that, I have just 
checked, and that is just exactly the way that reads, but I think we 
are going to have to run that down a little bit more and see which 
one we are really working under and whether we have a different 
definition to meet every conceivable type of situation. 

Mr. Dituon. The definition is very broad. 

Mr. Meraper. Mr. Chairman, are you referring to the paragraph 
in the center of page 13? 

Mr. Ditton. That is right. 

Mr. Ciaxton. Yes, sir. 

Mr. Meaper. If I read that correctly, it says that it is the level, 
that the amount necessary be so and so. 

Mr. Ditton. That is right. 

Mr. Meaper. And if it is the level that ‘accomplishes this, then 
really what you have left in defense support is economic aid, and 
that is the only definition you have. 

Mr. Dition. No, sir; this is—the economic aid that is necessary 
to secure military ends. ‘There is economic aid in many places, such 
as India, that is not for military aid. 

Mr. Meaper. The substance is the level? 

Mr. Ditton. That is right. 

Mr. Meaper. And should be the amount necessary. 

Mr. Dition. Level or the amount, either word. 

Mr. Meaper. Well, they are both in there, but if I interpret that 
grammar correctly, you are left with saying that defense support 
equals economic aid? 

Mr. Ditton. Equals economic aid necessary to secure the military 
contribution; that is correct. 

Mr. Harpy. Well, let us get back to this definition that you have 
here. 

Actually, as I read the definition in the presentation book, it differs 
from that which is contained on page 13 of your presentation yester- 
day only by one word, which is relatively insignificant. The pres- 
entation book says, ‘‘So as to make possible or otherwise secure some 
specific contribution by that country to the common defense.” 

Now, if you took a broad definition, it could mean anything, it 
could be trifling; in other words, that definition of defense support 
could cover any amount of money that we choose to put up to get 
a minimal concession by that country for anything that might be 
considered to go into the common defense; is that your interpretation? 

Mr. Ditton. That is correct, but that would be bad judgment. 

Mr. Harpy. Does the authority exist for that kind of an action, 
in your opinion, under the present law, to permit the granting of 
arbitrary amounts of aid in the form of defense support for any kind 
of contribution that those countries might be agreeable to make? 

Mr. Driion. I think that the keyword in connection with that is 
the word “necessary” to obtain some contribution to the common 
defense. 
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Mr. Harpy. Well, all right, suppose we merely wanted to make a 
temporary landing for the purpose of refueling, or something like 
that, of a ship, and it was necessary to spend a fabulous amount in 
terms of defense support. Would you have the authority to do it 
under that language? 

Mr. Ditton. If it was determined that it was in the best interests 
of the United States, it would be, but I could not imagine 
Mr. Harpy. There is not anything to require a determination that 
it is in the best interests of the United States, if you decided you 

wanted to put it in that form? 

Mr. Ditton. No; but that is our job, continually, to uphold the 
best interests of the United States, and all of those who make those 
judgments have that in mind. 

Mr. Harpy. With that definition, Mr. Dillon, do you find any 
trouble reconciling it to the statute which says, “‘specifically’”’? 

Mr. Ditton. There was a history about this word “specific,” 
which is in what I have on page 13, and the reason for that was that 
there was a change in the definition last year, as I understand. 

Previous to that, defense support had been defined as all economic 
aid of whatever sort and for whatever purpose, given to a country 
with which we had a military-assistance agreement. 

Last year, the Executive felt that it was better to separate aid 
given for economic development from that given for military pur- 
poses, military ends, and so they asked that be done and recommended 
that be done. 

Now, the way that was carried out in agreement with Congress 
was to insert this word “‘specific,’’ which was inserted for the purpose 
of showing that defense support from now on, that is, from the fiscal 
year 1958, should only be that economic aid that is necessary for 
achieving a military objective and that any economic aid over and 
above that which was granted for the purpose of economic develop- 
ment would be handled elsewhere, and specifically, the development 
loan fund was proposed for that service. 

Mr. Harpy. Yes; but we are not talking about economic develop- 
ment at the moment, andfin the particular illustration which you 
gave ————- ————— that was not economic development, that was a 
military consideration based on assuring at least temporary occupancy 
by us of a strategic airfield. 

Mr. Ditton. Yes; those are the primary considerations that we 
try to fulfill. 

Mr. Harpy. And I was trying to understand how anybody with a 
reasonable interpretation can characterize that as conforming to the 
statute as defense support. 

You have two definitions here which, as I see it, are not consistent 
with each other at all. In the one that you have on page 2—well, 
the one that you have on page 13 is an entirely different thing, they 
are two entirely different things, the way I read them. 

Mr. Ditton. This was a narrative, and page 2 was not supposed to 
be a legal, all-inclusive definition, which it is not, but the central idea 
of defense support. 

Mr. Harpy. I did not intend it to be quite as all-inclusive as you 
did, and I did not when I voted on the bill, and I don’t believe many 
other people did when they voted, and I intend to try to make it more 
understood this year if I can. I would like to get a little understand- 
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ing on how you get that broad definition that you have got on page 13 
out of that statute. 

The statute reads that the President is hereby authorized to furnish 
to nations, organizations, and so forth, which have joined with the 
United States in a regional, collective arrangement, commodities, 
services, and financial and other assistance specifically designed to 
sustain and increase the military effort. 

Now, does that definition conform to that in your book? 

Mr. Ditton. I think that this, Mr. Chairman, talks about financial 
and other assistance specifically designed to sustain and increase the 
military effort. That military effort can be either our effort, where 
it is a question of bases, or the country’s effort where it is their forces, 
and I think it is pertinent to that, Mr. Chairman, we have got here 
an excerpt from a report of the House committee on the Mutual 
Security Act in 1957 where they say that under the new concept of 
aid incorporated in the Mutual Security Act this year, if it is desired 
to aid countries receiving military assistance to an extent over and 
above that required to sustain their military effort, or to assure the 
availability of bases needed by the United States, then such aid can- 
not come from defense support, but must come from special assistance. 

There in that report, the congressional committee showed by that 
language they understood defense support to be available for securing 
military bases. 

Mr. Harpy. Maybe I did not understand it when I read it, but it 
sounded to me like they could not take that from defense support. 

Mr. Ditton. No; they said they could not take it if it was over, or 
above that required to obtain military effort, or to assure the avail- 
ability of bases needed by the United States. 

Mr. Harpy. I suppose that if your lawyers were sharp enough, 
and you have got some awfully sharp ones, they can dig through 
enough congressional presentations and reports, and find some sort 
of tenuous basis for any decision you want to make. 

Mr. Ditton. Well, I was quoting from a congressional report, not 
our report. 

Mr. Harpy. I understand that. But I said that I think that you 
can find in the congressional reports, and certainly in the debates on 
the floor, all sorts of expressions so that you can get all kinds of views 
expressed. 

Which report is that, incidentally? 

Mr. Ditton. This is the Foreign Affairs Committee of last year, of 
the House. 

Mr. Harpy. What is the number; House report number what? 

Mr. Cuaxton. I will have to look it up. We just have the per- 
tinent page there. 

Mr. Harpy. Do you know what the report is? Is it the report 
that accompanied the authorization bill? 

Mr. Craxton. The report reporting the bill. 

Mr. Harpy. The authorization bill, when it was up for considera- 
tion. 

Mr. Ciaxton. Let me try to give you that reference, exactly. 

Mr. Harpy. While you are looking it up, let us get back to the 
statute and see if I understand correctly. It says: 
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The President is authorized to furnish the nations and organizations eligible to 
receive military assistance under chapter 1 of this title— 
and that country is not eligible; that is the one receiving military aid? 

Mr. Diiion. That is correct. 

Mr. Harpy. Does that country receive military aid? 

Mr. Ditton. We do give military aid to it, but I am not sure it is 
under this section. It may be under the President’s special powers, 
because we have no military-defense agreement with that country. 

Mr. Harpy. That is the thing that I was trying to get to. If we 
don’t have a collective-defense arrangement, 1 was wondering if we 
were not stretching this thing pretty far to use defense-support funds 
to pay for this kind of a proposition when there is no economic justifi- 
cation for it. 

Mr. Ditton. While I used the country I did as an example, because 
I think it is an outstanding example where military and political argu- 
ments are more important than economic ones, I am not certain 
whether the funds actually given to that country came out of the 
defense support. I don’t think they did. 1 think that they came 
under the Middle East resolution. 

Mr. Harpy. That is very possible, and, if that is the case, I would 
feel better; but to use defense-support funds for that would be, in 
my judgment, reprehensible. I don’t know whether that was done or 
not, but, if it was, it seems to me that your illustration might be a 
little unfortunate. 

Mr. Driton. This report I was reading from, I find, was the report 
of the Senate last year, Report No. 417, reported by the Committee 
on Foreign Relations, on bill S. 1230, page 9, reporting the authoriza- 
tion bill to the floor. 

Mr. Harpy. Mr. Dillon, do you consider, or does the Department 
of State consider, that the language in the report of both the House 
and Senate reflects the total position of the Congress? That is not 
in the statute; the House did not pass on that report, and the Senate 
does not speak for me as an individual Representative of my district. 

Now, how does the Department of State justify itself in relying on 
a statement in a Senate report to act on something | should have a 
right to vote on, as representing my people? 

Mr. Dituon. We think the statute does that, and the only reason 
we recently put some weight on the committee reports was that they 
are supposed to indicate what the people that studied the matter most 
carefully think it means. 

Mr. Harpy. I appreciate that, if it is used continually as an in- 
dication of congressional intent, but I must call your attention to the 
fact that the language in the Senate report, even if it forms a basis 
for action by the Senate, does not form the basis of action by the 
House, and by no stretch of the imagination can you conclude that 
it reflects the attitude of the House of Representatives. 

Mr. Meaper. Will you yield on the point of the effect of the report, 
the statement by the chairmen of the committees during debate? 

Mr. Harpy. Yes, sir. 

Mr. Meapenr. I believe, and I believe counsel of the committee 
should state this, rather than myself, that, where the language of the 
statute is clear, there is no need to refer to any discussion or debate 
or any report of a committee. It is only where there is an ambiguity 
in the language of a statute that reference is sometimes made, and I 
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think that is done by the court, to the debate on the floors of the 
respective Houses of Congress and to the reports of the committees, 
solely for the purpose of resolving the ambiguity and not to change 
the meaning of a statute. 

Mr. Harpy. I think that is a point very well taken, and, in light of 
the observation that Mr. Dillon made a moment ago, I would like to 
ask you whether there is any specific language in the statute to author- 
ize you to take the language in the report and use it as authority. 

Mr. Ditton. Well, Mr. Chairman, I would agree entirely with 
what Mr. Brownson- 

Mr. Harpy. Mr. Meader; not Mr. Brownson. 

Mr. Ditton. What Mr. Meader said. Apparently, there was some 
feeling, when this matter was reported to both the Senate and the 
House, that it needed further clarification, particularly with regard to 
this word “‘specific,’’ and I have here the House report of the Foreign 
Affairs Committee on the same matter, and it says that the single 
word, ‘‘specifically,”’ has been added to defense support, and that the 
objective is to narrow it so that defense support will be limited to that 
aid necessary to assure the maintenance of United States military 
bases abroad, or to enable a country to raise and support military 
forces for the common defense (H. Rept. 776, 85th Cong.). So the 
House Foreign Affairs Committee—— 

Mr. Harpy. That was the definition in the House. I don’t know 
whether that goes beyond the language in the statute or not, but, if it 
is economic aid which has no economic justification and is based on a 
military consideration, then it seems to me, as one Member of the 
Congress, that it ought to come from some other source than defense- 
support funds; it ought to come from the special fund. 

Mr. Meaper. Would the chairman like to complete the statement, 
read the complete statement of law that you started to read? 

Mr. Harpy. I will read it, if you@want me to. The complete 
statement says, and this is under the title of “Defense Support, 
General Authority” 

The President is hereby authorized to furnish to nations and organizations 
eligible to receive military assistance under chapter 1 of this title, or to nations 
who have joined with the United States in a regional collective defense arrange- 
ment, commodities, services, financial and other assistance specifically designed 
to sustain and increase the military effort. 

That is the end of the statement. But the point here is that we are 
using, to get back to the thing we started on, we are using economic 
aid, irrespective of the fact that it has no economic justification, and 
that is your testimony, I believe? 

Mr. Dituon. Yes. I said that was possible; that political concepts 
and political considerations and military considerations entered into 
the judgment, but I certainly do not want to leave any impression that 
all, or even the great bulk, or any important part, is irrespective of 
economic justification. The greater part of defense support in 
economic aid does have an economic justification. 

Mr. Harpy. Well, now, if defense-support aid is provided on a 
basis of political and military justification, who makes the determina- 
tion of the level? 

Mr. Ditton. The determinations of the levels of this aid, which 
is decided on the basis of politiéal, military, and economic considera- 
tions, are made by a process whereby a great many people enter into 
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it and study the thing. The military, through their Jomt Chiefs of 
Staff, are a very important part in determining the level of forces 
that we may want to assist in any country, or the necessity for keeping 
certain bases in that country. The economic cost of these programs 
is worked out, as well as they can be, by the missions in the field, 
and are submitted to Washington, where they are studied by the ICA 

Then the State Department reviews them for the political necessi- 
ties, and then, m the final run, they take mto account all the other 
purely United States sorannnestel budgetary considerations; that 
is, we may not have enough funds to do all the things we would like 
to do—and usually we don’t—and those figures are again adjusted 
and the final determination, by law, rests with the Secretary of State. 

About a month ago, or 2 months ago, in the reorganization, the 
handling of this matter was delegated by him. He ‘delegated ‘that 
responsibility to me. It used to ‘be handled by the Director of the 
ICA prior to that time. 

Mr. Harpy. Here is what a country director of the ICA had to 
say about it. He says: 

There is very little economic justification for aid, in my estimation— 
he was talking about the country in which he is mission director— 


the justification for aid lies wholly in the realm of mutual security. These 
decisions are made at a high level. These decisions are made at a different 
level than mine. 

And he is a director and so, obviously, he did not have anything 
to say about the level that is set for the country where he was serving. 

Now, if it was made on the basis of political or military justifica- 
tion—and you have pointed out the process that it goes through— 
the decision is made by the Secretary of State, is it not? 

Mr. Driuuon. It is his ultimate responsibility; yes. 

Mr. Brownson. Here is a letter that was referred to me yesterday 
which comments on this point. I would like to read a paragraph 
and ask for your comments, if I may: 

Yesterday, I had a long conversation with a senior operations officer in ICA 
whose information has proved accurate in the past. Here are the highlights of 
his comments: 

State has assumed increasing responsibility for policy leaving operations to 
Smith. The $64 question is what is policy and how far does it impinge on opera- 
tions? So far, policy seems to be a decision by State that aid shall be given to 
a particular country or project as a matter of high policy, if it cannot possibly be 
justified on economic or technical grounds. When this happens, ICA specialists 
and technicians are compelled to concoct phony justifications to preserve the 
record and if necessary to defend the project to third persons, including the 
Congress. The specialists are not happy about being placed in this position. 

Mr. Ditton. That is a very interesting comment by someone who 
is obviously not happy. 

Since the State Department only assumed these functions, or 
these added functions 2 months ago, and since the only person to 
whom any such directions must be given to the ICA is myself, I 
can tell you we have not given any such direction since I have been 
handling this, for 2 months. 

So what this man is talking about is a fear for the future, apparently, 
more than anything that happened in the past. 
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Mr. Brownson. Well, he goes a little further: 


Loan appropriations to the development fund are referred to ICA technicians 
for review. So far, most of the applications have been submitted without ade- 
quate surveys, engineering, or specifications. There are some exceptions in the 
case of half-completed projects where we are being asked to pick up the checks. 
Presumably most of the loans made to date are in this category. It takes a long 
time to survey and engineer new projects. The ICA specialists have so far recom- 
mended against nearly all the new projects because of lack of information. They 
do not know what action the director of the fund or State has taken on their 
recommendations. 

There is evidence that State in an effort to direct and police the activities of 
ICA may be building a duplicate organization in the Department with a whole 
series of opposite numbers. (My impression is that this duplication is already a 
fait accompli). Thus, the bureaucracy flourishes and jurisdictional conflicts 
multiply. The effect upon the prospects of speedy and efficient management may 
be imagined. The paperwork is becoming more and more involved and the 
difficulties of getting clearances are increasing. 

Mr. Ditton. That young gentleman, whoever wrote that, cer- 
tainly is living in a fairyland. He talks about most of the loans hav- 
ing been approved by the development loan fund, and no loans have 
been approved by the development loan fund. The loan fund will 
operate in connection with the Export-Import Bank, who will partici- 
pate in the planning and the technical work. So the development loan 
fund is meant to be a creation with a different entity from that of the 
rest of the ICA. It operates under the control of the loan committee 
consisting of the Director of ICA, myself, and the Chairman of the 
Board of the Export-Import Bank and no loans are made that do not 
have the unanimous approval of that, or will be made, that do not 
have the unanimous approval of that Board, including the Chairman 
of the Export-Import Bank. 

Now, as to those duplications in the State Department, so far no 
additional people whatsoever have been added to the State Depart- 
ment payroll for this purpose. In view of the coordinating functions 
which I have taken over, a short while ago a certain number of people 
have been transferred to State from ICA, but there are no additional 
positions at all. So that information is unfortunately not accurate— 
that is, fortunately not accurate. " 

Mr. Brownson. The basic thing that interested me was the first 
problem that is brought up. That is the problem of the State Depart- 
ment superimposing a policy of helping a nation for a political reason 
over ICA criteria. How often has that occurred, if it has occurred, in 
the past. 

Mr. Ditton. That is the basic reason—that is the reason I think 
this change was put into the law because there was considerable feeling 
shown in the various reports of committees that delved into this 
matter a year ago, that the final decision should be more centralized, 
and should be in the Department of State rather than giving the ICA 
the responsibility of making political judgments which they really 
are not well equipped to do. 

Mr. Brownson. Actually, hasn’t it always existed since the re- 
organization? Hasn’t ICA been taking policy directions from State? 

Mr. Ditton. They took policy directions from State theoretically, 
but the Director of ICA had a very special job where he received 
certain of his powers by law direct from the President and not through 
the Secretary of State, and he was subject to receiving instructions 
from the Secretary of State personally, and nobody else. The change 
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that has taken place here has been that the law was changed (sec. 523 
(c)) so that all authority flows from the President to the Secretary of 
State, and there is nothing that flows directly to the Director of the 
ICA. The Secretary has redelegated policy, coordination functions, 
to someone in the State Department who is close to the formulation 
of policy and knows what he is thinking about, namely, myself. 
I believe that the operation of the program entirely with the ICA 

Mr. Brownson. Did the ICA ever refuse to make any of these 
political types of grants in the past? 

Mr. Ditton. That is a question of history which I really am not 
competent to answer. 

Mr. Brownson. This pattern of authority flowing from the State 
Department to the President, or through the President to ICA, might 
result in some reluctance in the ICA to pass on these political loans, 
might it not? 

Mr. Dituon. I don’t know; but there were a lot of jurisdictional 
disagreements from time to time, and those were not resolved over a 
long period of time, and they led to considerable criticism. What we 
have now is a working relationship which did not exist before, where 
I meet with Mr. Smith several times a week, and any problem that 
comes up to our level is resolved rather promptly. I think that I 
ought to make clear here that I have conceived of this coordinating 
job as one where I am just as much bound to carry the economic views 
and the views of practicality of a program to the State Department as 
vice versa, because it is no one-way street. I can tell you that in the 
few items that have come up to me in the Jast month or so, we have 
worked out a solution which bas incorporated a large part in each case 
of LCA’s views on economic grounds. Decisions by no means just go 
along the lines of the regional political bureaus of the State Department. 

Mr. Brownson. You and Mr. Smith actually make the decisions? 

Mr. Diii0N. That is correct. 

Mr. Brownson. In other words, instead of determining the policies 
under which ICA operates, you actually are at the decision-making 
desk? 

Mr. Ditton. That letter you read said one thing which I think is 
correct about overall levels and overall programs, but there is a time 
when the line is narrow between policy and actual program, and it is 
in those cases where there are disagreements, that it comes up to the 
level of Mr. Smith and myself, where we do make decisions. 

Mr. Brownson. When they came up to us with Reorganization 
Plan No. 7 to set up the ICA—and I happened to preside at those 
hearings in the Government Operations Committee—they told us 
that the one thing they were most anxious to do was to remove State 
from the area of operations. Secretary Dulles asked for this. 

It looks to me like you are right in the middle of the area of opera- 
tions, 

Mr. Ditton. I know that was the feeling of the Secretary of State 
at that time, but I think in view of the growing importance of the 
economic effort in the world, the Secretary has come to see, at least 
as far as policy matters are concerned, he has a responsibility which 
he cannot avoid. He yielded, he agreed to this change bringing over- 
all policy control back more closely in the State Department than he 
probably would have thought advisable 3 years ago. 
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Mr. Brownson. If you reread those hearings, you will see where I 
suggested to Gen. Walter Bedell Smith when he testified at the time, 
that if the Secretary of State insisted on staying in his ivory tower 
making policy, with Mr. Stassen operating and passing out the money, 
the day would come when Mr. Stassen would run off with the ladder 
which made access to the ivory tower possible for the Secretary of 
State. 

Mr. Ditton. I understand the position you took. 

Mr. Brownson. Yes, sir; for once I was a prophet, at least on that 
one small point. 

Mr. Harpy. I wonder if the committee would permit us to get 
back to this matter of the making of decisions. 

We have received some evidence that these decisions are all being 
made by the Secretary of State, and the instructions proceed over to 
the ICA. You were talking a moment ago of collaborating with Mr. 
Smith in the making of these decisions; I wonder if it would not be 
more accurate to say that Mr. Dulles makes the decisions, and you 
relay them to Mr. Smith? 

Mr. Ditton. That could be the case. It is perfectly possible, but 
on the working level is not the way we have been handling it. The 
Secretary of State would pass on the overall level of aid that was 
going to be programed to each country, that is the one thing he ap- 
proved, but he accepted the joint recommendations of Mr. Smith and 
myself. 

‘Mr. Harpy. I think that your experience goes beyond that time, 
beyond the time since Mr. Smith took over, and I wonder if, since 
Mr. Brownson has brought the history up to date, if you would not 
indicate there was a situation where Mr. Holister withdrew $100 mil- 
lion to India because it was not economically justified, and our infor- 
mation was that Mr. Dulles ordered it put back. 

Mr. Ditton. That would have been the situation if Mr. Dulles did 
it personally. He could not delegate that function. That is one 
reason they found that it would not work as well as it should because 
Mr. Dulles has so many things to do, and Mr. Holister and he could 
not meet frequently. 

Mr. Harpy. Well, with all of the traveling that he has to do, I 
don’t see how he gets much time for anything else. Are there any 
more questions before we go on? 

I wanted to touch a little bit on this question of congressional 
definitions. You had a definition in your statement of yesterday, 
rather a series of little nit-picking points, suggesting that you have 
been up here before the Congress, asking us for a more restrictive 
definition of ‘defense support.’’ Your statement contains a series of 
little things that in themselves are rather trifling, the way I looked 
at them, but it looks like you said to us, in substance, ‘‘Well, you gave 
us the definition, we didn’t ask for it. You gave us the definition,” 
that you read out of your presentation book, and the average Member 
of Congress never heard of it. That is the basis on which you operate, 
but I doubt that it is proper to do it. 

Of course you can get legal folks that will tell you that you can, but 
for you to say that Congress gave you that definition is wrong, because 
I don’t understand that we wrote or approved that definition. You 
presented it to us, and now you come and discuss what Mr. ‘Truman 
said in his message, and discuss presentations made to the Congress 
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then, and the definition Mr. Harriman presented—Congress did not 
do that, Congress just did not deny it. 

And I suppose, in order to protect ourselves against just being taken 
over by the executive departments, every time somebody comes to 
testify before us, we are going to have to refute the thing right then 
and there individually, to keep from being bound by Departmental 
statements. 

Now, in that particular connection, at the bottom of page 3, you 
quote or refer to discussion by Representative Merrow on the floor. 
Maybe you did not know it, but all that Representative Merrow was 
doing was paraphrasing the testimony that had been presented to the 
committee by Mr. Harriman. You recognized that langauage, didn’t 
you, when you saw it in Mr. Merrow’s statement? 

Mr. Driton. I would think that an expression of congressional 
opinion by its nature. 

Mr. Harpy. There is only one problem about that as far as we are 
concerned. From a practical point of view, I suppose it could get in 
the Record, even if nobody heard it. Then the Department uses it 
as a basis to support the contention that it is Congress’s definition. 
[ think Congress has given you too much authority, “and we ought to 

take back a little bit of it. 

Now, one other little minor point that I want to call to your atten- 
tion. On page 4 of your statement you said: 

Since your subcommittee’s recent examination of defense support has been in 
the Far East, it should be recalled that prior to the Mutual Security Act of 1953 
(for fiscal year 1954) the term ‘“‘defense support’’ was not applied to this Far 
Eastern area. 

Actually, we also visited Greece, and we took a good deal of testi- 
mony in Spain, and in Iran, and Pakistan—I don’t know whether that 
would be Far East. 

Now, I would like to understand a little bit clearer what your policy 
is with respect to the definition of defense support, what instructions 
do you send out to the field, to the people that prepare these things 
and send them back to you? Do you have any very definite policy 
with respect to the requests that have been transmitted back to Wash- 
ton by mission directors, by the MAAG? 

Mr. Dition. Well, in these guidelines which go out, it is a book 
about that thick [indicating], and that does include a definition of 
defense support, although it might well be that the volume of these 
instructions and the way they are prepared, from what | have seen 
of them, following from what was developed over a number of years, 
were so voluminous that they probably are not read by some of the 
senior officers in the missions. 

I know that when I was in Paris, I never read the guideline that 
arrived there because I did not have the time, so maybe because of 
that form, they are not familiar with this as much as they should be; 
but information is sent out. 

Mr. Harpy. Well, you would have to go a little bit further than 
just leaving that definition to be read from the presentation. Do you 
send that definition out to the MAAG and the mission director and 
just let that hang, is that it? 

Mr. Diiton. Oh, they go much further in this thing. As you know, 
they talk about the local a and general areas, and also about the specific 
country in which the man is working. 











84 DEFENSE SUPPORT FUNDS 


Mr. Harpy. The next thing I would like to try to understand if I 
can is why in every country where there is an aid program, that I have 
ever been in, the people who are responsible for administering these 
programs have a different concept of what the definition of defense 
support is? 

Mr. Dizton. Well, since I have not had the opportunity yet to do 
much traveling, nowhere near the amount that your committee has 
had, it is hard for me to have an opinion as to that which would be 
valid. 

The only reason I can think of is the fact that defense support has 
to vary from country to country, based upon the problems in the 
particular country, and that the people in each mission are interested 
not in any global concept, that is not their job, but they are interested 
in defense support as it applies to that particular country. 

Mr. Brownson. Mr. Chairman, I don’t think it is very difficult. 
We have two very different definitions today, the definition on page 2 
in very definite language, and the other definition on page 13 in other 
language, which says that if you want bases you give them economic 
aid. 

Mr. Diiion. Well, neither of those is supposed to be a hard and 
fast definition. The whole thing is a narrative, simply to be looked 
at as a whole. 

Mr. Brownson. What is the current definition you have given the 
committee for next year’s edition of the presentation book? 

Mr. Ditton. That I have not got with me; that is still under 
consideration. 

The President has not sent the bill up. 

Mr. Brownson. It will be changed, no doubt. 

Mr. Ditton. It may well be. 

Mr. Harpy. One question, to get back to this question of definitions 
and the point that Mr. Brownson just raised. There is conflict be- 
tween the 2 that you have and the 1 that is in your presentation book: 
Would you agree that it permits unlimited discretion? 

Mr. Ditton. It permits very great discretion. I do not think that 
it limits the kind of aid; it limits the level, not the kind. 

Mr. Harpy. And so is the word “specifically” just a word that you 
use to fool the Congress with, while the definition in your presentation 
book is so wide open that you can do anything in the world, provided 
that the Secretary of State agrees to it? 

Mr. Ditton. The word “specifically” is recognized by both of the 
committees, and their reports related to the level of aid. It does not 
relate to the kind of aid. 

Mr. Harpy. Your definition was submitted to the committee before 
you had the word ‘specifically’? put in—do you construe that the 
language in the act changed that definition at all? 

Mr. Ditton. I don’t think the language in the act changes the 
definition. I think that the language in the act carries out the defini- 
tion in our book, because we had that concept in mind, that we were 
going to limit defense support only to that aid which was necessary 
to achieve military objectives, whereas, prior, it was all economic aid 
of that sort that went to a country with which we had a military 
assistance agreement. 

Mr. Meaper. The thing that disturbs me, Mr. Dillon, is this: 
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Do I understand that the definition in section 131 of the act you 
regard as not having any bearing at all upon the authorization con- 
tained in that act? 

Mr. Dituon. No, sir; I never said that. 

Mr. Meapver. Well, did I understand that the fiscal year 1958 
budget presentation was prepared before the Authorization Act was 
passed by the Congress and signed by the President? 

Mr. Dituo0Nn. Yes, sir. 

Mr. Meapver. And it contained this phraseology we have been 
discussing? 

Mr. Driion. Yes, sir. 

Mr. Meaper. With respect to defense support? 

Mr. Dition. Yes, sir. 

Mr. Mraper. And yet, during the passage of the Authorization 
Act, the congressional wording was put in the act which had not 
existed before, and was worked out by the Congress, which resulted in 
the definition which we have here in section 131, assistance specifically 
designed to support and increase the military effort. 

Mr. Ditton. That was worked out by the Congress and Executive, 
jointly, to carry out the purposes outlined in this presentation. 

Mr. Meaper. But the language was that of Congress, drafted 
with whatever assistance it got from the Executive. We still pass 
the laws in Congress. 

Mr. Dinton. Yes; all laws are acts of Congress. 

Mr. Mraper. And that became the congressional intent? 

Mr. Dition. That is correct. 

Mr. Meraper. And you did not regard that as being binding upon 
you in the expenditure of funds authorized by that section? 

Mr. Ditton. Of course I do regard it as binding upon us. 

Mr. Mzaper. Well, if there was a conflict between the language 
that we are talking about, a matter of interpretation of language as 
contained in the law passed by the Congress, and the phraseology 
contained in your budget presentation, which was prepared prior to 
the passage of that law, would you not regard the language of the 
statute as being controlling? 

Mr. Ditton. Absolutely; but there is no conflict. 

Mr. MeapeEr. Well, there certainly is a difference, is there not? 

Mr. Ditton. I don’t think so; no, sir. 

Mr. Brownson. Will you yield at that point? 

Mr. Meaper. Yes. 

Mr. Brownson. Just a moment ago the Secretary said he regarded 
this definition of defense support which is in the worldwide section of 
the presentation book, as being practically unlimited im its latitude 
as far as the type of aid was concerned, and as being limited only in 
regard to the level of aid. 

‘How do you hook that up with the insertion of the word “specifically” 
in legislation? 

Mr. Dition. Let me read again what this House Foreign Affairs 
Committee reported. The report says that: 

The single word “specifically” has been added to the definition of defense 
support. The objective is to narrow the purpose of the programs carried out 
under this section. Henceforth defense support will be limited to that aid 


necessary to assure the maintenance of United States military bases abroad or 
to enable a country to raise and support military forces for the common defense. 
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Any assistance beyond these limitations must come from other sources such as 
the loan fund or special funds. (H. Rept. 776, 85th Cong., p. 18). 

That talks about the purpose of the programs, which is what you 
are alming at; there is nothing about kind. 

Mr. Brownson. You think the purpose is not determined as to 
kind? 

Mr. Ditton. No, sir. 

Mr. Meaper. We get this phrase “specifically designed,” and 
that goes back to the things that the President is authorized to 
furnish, and what are they? They are commodities, they are services 
and financial and other assistance, and it is those things which are 
specifically designed to sustain and encourage military effort which 
are authorized by the law? 

Mr. Ditton. That is right. 

Mr. Meaper. Well, you don’t think that definition in the law is 
far more restrictive—— 

Mr. Dituon. No, sir. 

Mr. Mraper (continuing). Than the phraseology contained in 
your budget presentation statement? 

Mr. Driton. No, sir; I am afraid I don’t think so. 

Mr. Meaper. They mean the same thing to you? 

Mr. Ditton. Yes, sir. 

Mr. Meaper. And one is not broader than the other? 

Mr. Dixon. I don’t think there is any difference. 

Mr. Harpy. I want to ask you to do one thing. Will you de- 
classify that definition, if it is classified, as of right now? 

Mr. Duron. It is not classified. 

Mr. Harpy. All right; fine. 

Mr. Ditton. It was inserted in the record with my statement 
yesterday. 

Mr. Harpy. Fine. 

Mr. Cuiaxton. As I recall, you said you wished to look at it. 

Mr. Harpy. I was not sure whether it was classified, but 1 want 
to be sure it is not classified because I intend to use it. 

Mr. Meaper. Well, now, I had a little trouble with some of the 
language in the budget presentation. This definition says, ‘“‘defense 
support to any country.” Is that economic assistance? I assume 
we can say that economic assistance is the equivalent of services, 
commodities, and financial and other assistance. 

Mr. Duton. Yes, sir. 

Mr. Meaper. And you are saying those are all identical or inter- 
changeable terms, any necessary military assistance, including what 
was once called direct forces support, to make possible or otherwise 
to secure some specific contribution by the country to the common 
defense—— 

Now, just what does that mean, “‘to make possible or otherwise to 
secure”’; if it makes it possible, it is possible, a specific contribution to 
the common defe mse; why is it necessary to say “‘or otherwise secure’? 

Mr. Driuon. That is a question of English. I don’t know whether 
it is ‘necessary’; I think ‘‘made possible” is equally strong, if you 
regard “make possible” in the broad sense of the words. 

I think “otherwise to secure” was put in to make clear that ‘“‘to 
make possible’ was not to have a narrow economic meaning, but was 
to cover political reasons as well as economic. 











as 


ou 


to 


nd 
to 


ire 
ch 


in 


he 
se 


ne 


T- 
at 
se 
on. 


to 
to 
9 
er 
yu 


to 
as 


DEFENSE SUPPORT FUNDS 87 


Mr. Meaper. Well, now, I can conceive how financial assistance 
could be given a country to make it possible for them to increase their 
army by 10 percent, under this definition; they could get the money, 
and it would make it possible for them to increase their army. 

But, suppose they decided instead of increasing their army to go 
out and engage in oil ventures with that money. There would be no 
restriction under that language to limit what this expenditure is for? 

Mr. Ditton. No, sir; there is not, if it is necessary to secure an 
addition to the military effort. Taking a case in point, and you 
gentlemen have visited Spain, Spanish bases are a case in point. 

Mr. Meaver. Well, now, it strikes me that if that situation I just 
now stated and asked you about were to make something possible, 
but the country decides to use the money for another purpose 

Mr. Ditton. No. 

Mr. Meaper (continuing). Completely different from aid designed 
specifically to sustain and increase the military effort. 

Mr. Ditton. Oh, that military effort in the law is not limited to the 
country’s military effort; it is either that country’s or our own. 

Mr. Meaper. I realize that interpretation is possible. It does not 
say the military effort of the country receiving the money. 

Mr. Diriton. That is right. 

Mr. Mraper. And it might be military effort generally, even our 
military effort. 

Mr. Ditton. Yes, sir; it did not mean—it was well understood that 
it was available for bases, and the case of Spain is an outstanding 
example. 

Mr. Meaper. What I was trying to get at was this: Under the 
definition contained in the statute, the aid or the assistance that you 
give, in whatever form, must be designed to sustain and increase the 
military effort? 

Mr. Dron. That is right. 

Mr. Meraper. But I do not believe that limitation applies to the 
definition contained in your budget presentation which is simply 
“to make possible” a specific contribution. 

There is not anything that requires the possibility to become a 
reality. That is the point I am trying to make. 

Mr. Ditton. Maybe the word “secure” is better. I think it is 
meant to mean the same thing. If it was clearly written, and you 
interpreted it differently, maybe we can write it better, but I think it 
means the same thing. 

Mr. MBApDER. Why then should it not be expressed in the terms of 
the statute so that we do not need to get into semantics and differ- 
ences of interpretation of language—we all have our human failings— 
why, in the budget presentation do you not use the words of the 
statute? 

Mr. Ditton. That might be a good idea, but apparently the statute 
is written so briefly that it was thought necessary to write two pages 
to explain all of the different ways in which it might be used and 
interpreted, so that those charged in the Congress with studying the 
matter would have a clear understanding of what those phrases meant 
in the law. 

Mr. Meaper. Well, I certainly can understand, where you have 
a generalization as br oad as either one, that there can be a great deal 
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of difference in interpretation as between Members of Congress and 
members within your own organization. 

Mr. Ditton. That is right. 

Mr. Meaper. As a matter of fact, listening to the testimony yester- 
day and today, I have almost come to the conclusion you can do 
anything you want to under either one of these definitions. Do you 
agree with that? 

Mr. Dutton. I think perhaps except for the fact that the level of 
aid is fixed, I think you can do under the law any type of thing. 

Mr. Meaper. By level you mean the number of dollars used for 
this purpose worldwide? 

Mr. Ditton. Orj;in afparticular country. 

Mr. Meaper.* Or if broken down by countries? 

Mr. Ditton. Thattis'right. 

Mr. Meaver. And the only limitation is that you cannot spend 
more than $800 million for defense support? 

Mr. Driuon. That is right, except by transfers as authorized under 
the act. 

Mr. Meaper. But as to how you spend that $800 million, there is 
no restriction whatever except the judgment of the personnel admin- 
istering the law and the funds; is that correct? 

Mr. Ditton. That is correct. 

Mr. Brownson. And there is not any restriction as to how much 
you spend in any one country? 

Mr. Dituon. Yes; there may be. 

Mr. Harpy. I am glad to have that, because I would venture an 
assumption that not 1 person in 10 in Congress had the remotest idea 
that that is the way you interpreted it. 1 think that the Congress is 
going to be very interested to find out that that is the way the De- 
partment of State interprets the statute. 

Mr. Reuss. Mr. Chairman? 

Mr. Harpy. Mr. Reuss. 

Mr. Reuss. To pursue the same line of the chairman and my col- 
leagues a little bit—let me preface my remark by saying I am sure 
you know and appreciate as we do that this is not merely a verbal or 
semantic quibble, and that accurate designations are important to 
the Congress and the public, and also on the receiving end, so that 
the countries that get this have basically accurate deser iptions of 
what they are getting, and I am not going to direct my questions at 
the past, but at the terminology we are using now, that we used last 
year in 1957 and what apparently is the terminology of this year’s 
budget, as you gather from the President’s budget message. 

I believe I am right in saying that the categories used by the Presi- 
dent in his budget message of a few days ago are the following: 

Military assistance, defense support, development loan fund, tech- 
nical cooperation, and special assistance. Am I right in that; those 
are exactly the phrases used, and there are no others? 

Mr. Dituon. I think that is all. 

Mr. Reuss. Is that about it, Mr. Claxton? 

Mr. Ciaxton. This current year; yes, sir. The budget message 
for fiscal year 1959 also mentions the contingency fund. 

Mr. Revss. And obviously, you understand, the purpose of my 
questioning is just to get a meeting of the minds. I have certain 
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difficulties with the rubrics even with all of the information that you 
have described. 


For example, under defense support, as it is now constituted, we can 
make loans; can we? 

Mr. Diuion. It is possible to make loans; yes, sir. 

Mr. Reuss. Despite the existence of the development loan fund? 

Mr. Ditton. Yes, but as a matter of fact I doubt very much if we 
would do it in many cases. 

Mr. Reuss. Well, to the extent that you say, as you do on page 7 
of your statement, that you are winnowing out the nondefense from 
the defense support, I suggest that you are mixing apples and oranges 
to a degree, because you start with combing out nondefense items, 
and calling them loans, but then it turns out “that you have got some 
other nondefense support things which are not loans, and those you 
call part of special assistance. 

I am just suggesting these are not really meaningful terms, to the 
average person. 

Mr. Diuion. | think I agree with you on that. Special assistance 
as I understand it differs from defense support in that the defense 
support is only available for those countries with whom we have 
military assistance agreements of some sort or another. 

Now, on this special assistance, they get, or make exactly the same 
sort of aid available to the other countries with whom we do not have 
these agreements, and that is done. 

Mr. Reuss. Exactly so, but don’t you see, these words ‘‘develop- 
ment loan fund” and “special assistance’ do not really connote the 
nondefense character of what we are talking about—you could be a 
little more affirmative. 

Let me ask you if the following nomenclature would not be descrip- 
tive. Suppose instead of the five categories that we are now dealing 
with—and I won’t mention them to you again, because I am sure they 
are still fresh in your mind—we had the following categories : 

One, military assistance, which seems to be reasonably clear; and 
two, let us call it support designed to generate local currency which is 
needed for military support—that seems to be one definable area, like 
in Vietnam, for instance, to pay the troops with, to give dollars, on 
Saturday night which they translate to the local currency. 

Then let us have a third category called economic aid, and let us 
subdivide that into economic aid loans, economic aid grants, and 
economic aid technical cooperation. 

Then let us have a fourth category which we might call special 
assistance, which I take it would consist largely of the President’s 
funds for legitimate monkey business. 

Mr. Harpy. Would you agree with that terminology? 

Mr. Reuss. Well, legitimate, anyway. 

Now, wouldn’t those rubrics be more honest and meaningful than 
what you have got here now? 

Mr: Dion. | think that would be a perfectly practicable way of 
handling the matter; yes 

Mr. Reuss. I do not say they are exactly as they should be, and 
I have not conferred with my colleagues, but I do think that they 
could sharpen them; but I think that you should be considering more 
meaningful descriptions than you have now. 
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Mr. Dion. We have felt that it was of interest to the Congress 
and the people to differentiate categories in this program, by the 
reasons for which aid is given, so the people would know why certain 
items of aid were given. 

Now, maybe that has been a false and erroneous assumption, maybe 
that is not the way to define them, and if you follow the division you 
just suggested, that division by purpose would not be in it any more, 
because there would be some economic aid that would be necessitated 
by the fact that the defense establishments, even though it was not 
aid—that it was to pay the troops on Saturday night, as you say—— 

Mr. Reuss. I just think that you are following a will-o’-the-wisp 
when you confine it as you do on page 7 of your statement, “Defense 
support is economic assistance for the purpose of maintaining political 
and economic stability necessary to support the agreed military effort. 

Then you separate that from economic assistance for the purpose 
of development. I really believe that it is very difficult in many 
cases to separate those two. Even though economic assistance to 
develop a country can make it more secure militarily. I wonder if 
this is meaningful. 

Mr. Ditton. I would agree with that. I think now in what you 
have just said, you have put your finger on what I consider the most 
difficult thing in this whole problem. It is very difficult to draw the 
line in certain countries that have large military establishments and 
require assistance because of that—the things that are necessary 
under the concept of defense support, and something over and above 
that, slightly over and above that, which is necessary for the develop- 
ment of the country. That is a real difficulty. 

Mr. Reuss. It really is unrealistic to assume we have a slide rule 
that enables us to tell just how much? 

Mr. Ditton. It is not a science; you cannot do it. It is a question 
of art and judgment. 

Mr. Reuss. And that being so, would it not be more honest and 
meaningful to say, ‘‘All right, we will have straight military assistance, 
hardware, uniforms,’’ and so forth—that is easy? 

Mr. Ditton. Yes. 

Mr. Reuss. And certainly, we will have “counterpart generating 
assistance,” because there the main and obvious purpose is not to 
permit imports but to give them local currency so that they can 
meet their domestic needs, to pay the troops on Saturday night. 

Well, I have had my say. 

Thank you, Mr. Chairman. 

Mr. Ditton. Thank you, Mr. Reuss. I think you have pointed 
up very sharply the issue, where there is real difficulty as to what is 
necessary for defense support and what is necessary for development. 

As to a positive answer to the thing, I would not like to make any 
definitive reply quite as rapidly 

Mr. Reuss. I am not sure that I am right, either. 

Mr. Ditton. I can point out one difficulty with the second one of 
your concepts, and it is this: 

Throughout the world, some countries with which we have dealt 
do not handle their assistance in the same fashion as different other 
countries. One country may prefer for their own reasons to use their 
assistance to generate counterpart and pay the troops on Saturday 
night. The next country may prefer, for their own political internal 
reasons, not to do that, not to tie in our defense support directly to 
the maintenance of their army, but to pay the army themselves with 
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what assets they have and use what we supply to run other parts of 
the government; there is a difference in concept. 

Now, if we did what you say, it would necessitate a number of 
countries probably to change their method of doing business and 
might cause some political problems. That is just a statement of 
facts. I am not saying whether it is better or not. It is just a 
comment. 

Mr. Harpy. Thank you. 

I want to refer very briefly to a response made a moment ago when 
you were in collaboration with Mr. Claxton. I am not sure that I 
understood, but did I understand you, Mr. Dillon, to indicate your 
belief that the present categories are being used in a manner contrary 
to the original explanation to Congress—or to what Congress thought 
they meant. Why do we use this meaningless system of categories? 
Can you explain that? 

Mr. Dinton. You have given’me quite a problem. This grows out 
of maybe 5 or 6 or 7 or 8 years of history, both in the executive depart- 
ment and in the Congress. 

One thing which strongly influenced it last year, with which I had 
some familiarity when I came on the scene, was a series of special re- 
ports that were made, one by the House Foreign Affairs Committee, a 
very comprehensive one by the Senate Special Committee, the Special 
Committee of the Senate Foreign Relations Committee, and others that 
influenced the way this thing was defined or divided. 

I don’t think this was something that we dreamed up, just a few of 
us. 

Mr. Harpy. I thought that this was deliberately concocted just to 
keep the Congress confused. 

Mr. Ditton. No, sir. 

Mr. Brownson. I don’t think it was necessary to go to this trouble 
to keep Congress confused, because you classified the whole thing, and 
an ordinary Congressman can never find out the details anyway. 

Mr. Harpy. That is what I think it is. 

Mr. Mraper. Mr. Dillon, can you think of any expenditure that 
we might make within the amount set aside for a country which would 
be improper under this broad definition of defense support we have 
discussed here today? 

Mr. Driuon. It is difficult for me. I can think of many of them 
that are improper because of bad judgment, and you should not 
make those things, but I think your definition is broad enough so 
that most any expenditure for economic assistance would be all right. 

Now, if it did not provide any economic assistance, maybe that 
should be the type of thing that would be improper, or judgment so 
bad—like just buik ling gold bathtubs. 

Mr. Mraper. Well, now, just suppose we take a country and let 
us say that the amount of defense support for that country is $30 
million for the fiscal year 1958. Would it be legal and proper for our 
officials to write a check to that country’s government of $30 million 
and say, “We hope that you will use this in strengthening your 
military effort’’? 

Mr. Driton. I think it would be possible, but it would not be 
very good judgment. We have made money available in some 
countries, cash available to countries, for this purpose. 

Mr. Mraprer. Now, we do have people i in these countries that can 
monitor the activities and study them, and we do not give them the 
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cash, we give them the goods and sometimes we send technicians 
over there, and other people. 

Mr. Ditton. That is right. 

Mr. Meaper. And we may supervise contracts for the construc- 
tion of highways, or ports, or various facilities, all under this definition 
of defense support, under the defense support label. 

Now, don’t those people have any limitations upon them; I mean, 
from the Washington level down to the lowliest employee in the 
foreign country nation, that certain expenditures would not be proper 
under this heading? 

Mr. Ditton. Well, all expenditures are approved, first approved 
by the local mission, and then they are approved in Washington, so 
no expenditures would be undertaken that had not been approved. 

In approving them, we try to use commonsense and good judgment, 
so that foolish things are not done, and I know that we are not entirely 
successful and mistakes are made, and I am not trying to pretend that 
is not so, because it is so, but our attempt is to do that just as little 
as possible. 

But I think that by law, although the law does not go into this 
question of judgment and does not prohibit any particular kind of 
expenditure 

Mr. Meaper. Well, let us assume that that country took this $30 
million and built a four-lane divided highway between the capital 
and the summer palace of the King. 

If your interpretation of this language is correct, then I could not 
go around to you or any of your people in that country in charge of 
spending this money of the United States, and say, “How can you 
justify this expenditure as being specific ally designed to naan and 
increase the military effort?” 

Mr. Ditton. I think this, Mr. Meader, I feel that the use of judg- 
ment—I think that we all feel that that is just as important to this 
as what the law specifically provides, and I think that if you have a 
feeling that bad judgment is being used in these various places, we 
would very much appreciate having your opinion, and we would put 
great weight on it. 

Mr. Meraper. But according to your interpretation of the statute, 
the language in the statute, section 131, and the language in your 
budget presentation, there are no standards, there are no criteria for 
anyone in reviewing an expenditure, to say, “You have exceeded your 
authority.” There is just no way of a subsequent review of any 
decision that is made, and saying, “How can you establish that this 
has some connection with sustaining and increasing of the military 
effort?”’ 

Mr. DILLon. I am in full accord with you when you say that, 
because I think you are quite correct; there are not any criteria 
governing an individual item of aid. 

Mr. Harpy. You think that is proper? 

Mr. Ditton. That is proper. 

Mr. Harpy. Yes? 

Mr. Diuton. That is the way the statute was drawn 

Mr. Harpy. I didn’t ask you that; I asked if you think it was the 
proper way for the United States Congress to be setting up money 
at the taxpayer’s expense and you spending money without anyone 
being able to find out if anything was wrong? 

Mr. Ditton. No; I will never say that any Congress action is not 
proper—— 
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Mr. Harpy. You have certainly got cautious and respectful of the 
Congress—I am sure I wish I could say the same thing about the 
administration. 

Mr. Brownson. I wish I were as sure about the propriety of every 
action of Congress. 

Mr. Harpy. I agree. 

Just one more point I would like to touch on. 

On page 5 of your statement, which Mr. Claxton read, you say, in 
effect, that Congress.gave you more latitude than you wanted. Per- 
sonally, I don’t believe that the Congress intended to do that. 

You said that the executive branch argued against this broadened 
definition, and said so in its later presentation to the Senate, and you 
indicate that the authority which the House gave brings about a 
misbranding of the use of funds. 

The only thing the Executive actually suggested was the removal 
of development funds, isn’t that correct? 

Mr. Dition. Actually, as I read back into this history, I think 
Congress was concerned at that time with the same problem that Mr. 
Reuss was, in that there was difficulty in making a differentiation 
between defense support and aid that was given for developmental 
purposes. 

Therefore, they felt that was wrong, the wrong way to divide it, 
it was not practicable. So instead of finding an answer like Mr. 
Reuss did, they decided that they would simplify the problem by 
calling all aid for whatever purpose to a country with which we have 
military assistance agreements—— 

Mr. Harpy. What authority do you have as a basis for ascribing 
that line of reasoning to the committee or Congress? 

Mr. Ditton. Mr. Claxton was here at that time, and maybe he 
better answer, discuss that. 

Mr. Harpy. All right, Mr. Claxton. 

Mr. Ciaxtron. What happened that year was that the executive 
branch came up to the Congress with several categories. One of those 
was defense support and one was called development assistance. 

We proposed certain programs for Pakistan and the Philippines to 
come under the heading ‘‘Development Support,” although at that 
time we had military assistance agreements with those countries. 

The Foreign Affairs Committee took the point of view, which Con- 
gress adopted, that those two programs in Pakistan and the Philippines 
should not be in the development assistance part of the overall Mutual 
Security Act, but should fall under title I, section 3, which wasthe 
defense-support section. As we understood it, it was the view of the 
Congress, as Mr. Dillon just said, that the categories should be simpli- 
fied so that in those countries where we had military assistance agree- 
ments we would not have so many categories of aid, but any economic 
aid given to the countries would be called defense support. 

This, I believe, is fairly clear from the statements of the com- 
mittee and also from the Senate Foreign Relations Committee. 
What was done here, as was shown, in the part that you read, was that 
after the House had taken its action and the bill went to the Senate 
side, the executive branch said, ‘‘We are trying to make clear that the 
programs are for development purposes and belong in title IJ rather 
than title I,” and nevertheless the Congress reached the conclusion 
that the change should be made. 
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Mr. Brownson. And that was to simplify by eliminating? 

Mr. Cuaxton. No, I would not say that. We recommended one 
breakdown and Congress concluded that another breakdown was more 
sensible. 

Mr. Brownson. But the breakdown was not actually done, this 
whole thing reminds me of playing a game without any rules, at all, 
where every move wins. 

Mr. Harpy. Now, on page 9 we get down to the current bill we are 
operating under and the statement is made: 

The objective is to narrow the purpose of the programs carried out under this 
section. 

Has that been accomplished? 

Mr. Ditton. Yes, sir, we think it has. The narrower purpose is 
that the programs are only related to the achievement of a military 
objective. 

Mr. Harpy. But the development programs can be carried on if 
somebody has it in his mind that they help to achieve the military 
objective? 

Mr. Ditton. That is correct. If the purpose is to achieve the mili- 
tary objective, it could be a project that would help development. 

Mr. Harpy. It is easier to hide development projects if the pur- 
pose is to achieve a military objective. 

I want to ask you now, could we have a breakdown of the amounts 
by countries where defense-support levels have ‘been determined on 
the basis of substantial weight to military and political factors? 

Mr. Ditton. We could certainly give you a breakdown of countries 
where military and political considerations entered largely into it. 

Mr. Harpy. Let us narrow it down a little further, leave out the 
military and let us have the list where political considerations enter in. 

Mr. Dutton. I think we could do that. 

Mr. Harpy. We would like very much to have that. 

(The guidelines requested above have not been received from the 
Department of State, but the subcommittee has been advised by tele- 
phone that the portion relating to defense support is contained in 
Annex A-2 of the Fiscal Year 1959 Programing Assumptions. These 
were furnished to the subcommittee by Mr. James H. Smith, Jr., in 
response to the subcommittee’s request for a definition of defense sup- 
port. Only a small portion of this annex, designated as Section IT, A, 
has been declassified. Section II, B,C,and D, and Section ITI (some 
of which is illuminating) are classified by the State Department “For 
official use only.”” That part which has been released for publication 
follows :) 

ANNEX A-2 


Fiscan YEAR 1959 ProGRAMING ASSUMPTIONS 


II. ASSUMPTIONS AS TO THE NATUPE, FORM, SIZE, AND EXECUTION OF 
THE FISCAL YEAR 1959 MUTUAL SECURITY PROGRAM 


A. NATURE AND FORM OF FISCAL YEAR 1959 MUTUAL SECURITY PROGRAM 


For the purposes of the program submission requested herein, and without 
reference to the ways in which this problem may in fact ultimately be handled in 
presenting the fiscal year 1959 program to the Congress or in the fiscal year 1959 
legislation, the following assumptions will be made as to the nature and form of 
the fiscal year 1959 program: 
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1. A single integrated program 


The proposal, which formed a part of the Executive’s fiscal year 1958 request 
to the Congress, (i) completely to separate military assistance and defense sup- 
port, as redefined and'limited to military purposes (see 3 below), on the one hand, 
from all other forms of mutual security assistance, on the other hand, and (ii) 
hereafter to include the appropriations for both military assistance and defense 
support in the Department of Defense appropriation bill will be abandoned, at 
least temporarily, as a result of the failure of Congress to enact permanent or 
other multiyear authorizations for either of these forms of aid. The fiscal year 
1959 mutual security program will, therefore, like the fiscal year 1958 mutual 
security program, be presented to the Congress as a single integrated submission, 
with a single authorizing bill and a single appropriation bill, each covering all 
components of the program on which legislative or appropriations action is 
required. (But see subsequent discussion with respect to the development loan 
fund.) 


2. Sharp distinction between aid for military purposes and aid for economic develop- 
ment 


Although, as indicated in 1 above, the Executive proposal to divide the mutual- 
security program into two legislatively separate components—one military and 
the other nonmilitary—failed of congressional adoption and will be at least tem- 
porarily abandoned, the fiscal year 1959 program will be prepared on the basis of 
the new and redefined aid categories which the Executive proposed, and Congress 
approved, in the fiscal year 1958 legislation and which were designed to distinguish 
sharply among, and to establish new and different ground rules for (i) aid for mili- 
tary purposes (military assistance and defense support, as redefined), (ii) aid for 
economic development (the development loan fund), and (iii) aid for other pur- 
poses (special assistance and technical cooperation). Under this proposal, as 
adopted, all aid that is intended primarily for economic development purposes 
will, irrespective of whether the country involved is also receiving military assist- 
ance or not, (a) always be provided out of the development loan fund and rarely 
out of defense support (minor exceptions will be noted later), and (6) always be 
extended on a basis of repayment (again, with minor exceptions to be noted later). 


8. Kinds of aid and their definitions 


Accordingly, the fiscal year 1959 program will consist of the following major 
components or categories of assistance, defined as indicated: 

(a) Military assistance.—The definition of “military assistance” will remain the 
same as the definition of ‘military assistance’ used in the preparation and pre- 
sentation of both the fiscal year 1957 and fiscal year 1958 programs, namely: 

The term “military assistance’’ describes assistance in the form of equipment, 
supplies and services which is furnished directly to, and is physically used by, or 
otherwise immediately benefits, selected military forces of another country and 
which is necessary to the maintenance of such forces at a given level of effectiveness. 

The forces to which military assistance may be provided may include para- 
military forces or police forces under military control, as well as the forces which 
are part of a country’s regular military establishment. Similarly, the equipment 
and supplies furnished as military assistance may include, in addition to so-called 
military hardware, all those soft goods, such as food, uniforms, petroleum prod- 
ucts, construction materials, and other consumables, which are directly employed 
by, or immediately benefit, military forces and which at one time were covered in 
a separate aid category called direct forces support. 

This classification also includes the following programs which, although not 
falling strictly within the definition above, are closely akin to, and have customar- 
ily been treated in conjunction with, military materiel and training programs: 
the provision of machine tools and other production equipment abroad (facilities 
assistance) ; contributions to certain international military organizations (SHAPE 
and the Standing Group of NATO) for their operating and administrative expenses 
and for the construction or equipping of military facilities (infrastructure) ; 
assistance in the development by friendly countries of weapons of advanced design 
(mutual weapons development.) 

(b) Defense support—The definition of “defense support”? has been consider- 
ably narrowed from the definition which obtained in prior years. It will no longer 
cover all economic aid to a country in which the United States is supporting sig- 
nificant military forces; it will be limited in the fashion hereinafter noted to 
economic aid which is itself necessary to permit the achievement of a military 
objective; and it will exclude any economic aid which is primarily for the purpose 
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of economic development. Because this concept of defense support is new, the 
following more detailed definition and description of ‘‘defense support” has been 
excerpted from the fiscal year 1958 congressional presentation Cae: 

Defense support to any country is that economic assistance which is required, 
in addition to any necessary eee assistance (including what was once called 
direct forces support), to make possible, or otherwise to secure, some specific con- 
tribution by the country to the common defense. The end result sought is the 
achievement of a particular military objective, and any economic benefits that 
may also accrue should be considered as purely incidental to such end result. 

Under this general rationale, the need for defense support normally arises in a 
country in which either or both of the following conditions exist: (1) The country 
is not in a position to support a certain specified indigenous military effort with- 
out United States aid which is over and above military assistance, or (2) United 
States aid, other than, or in addition to, military assistance, is necessary in order 
that United States military forces may have available and effectively use certain 
military facilities or other military rights within the country. In each situation, 
the conditions which make aid necessary to accomplish the particular end purpose 
may be economic, political, or both political and economic, in character. 


1. Aid related to maintenance of United States military facilities —In the 
case where a country’s contribution takes the form of providing facilities or 
other rights to United States military forces, defense support consists of 
that minimum amount and type of aid which must be provided, in addition 
to any military assistance, in order that the United States can (a) secure or 
maintain such facilities or other rights and (b) use them effectively for the 
purpose for which they are desired. 

2. Aid related to country’s own military effort—In the case where a country’s 
contribution to the common defense takes the form of raising and maintain- 
ing military forces of a particular size, composition and capability, defense 
support consists of that amount and type of aid which the United States 
must supply, in addition to any military assistance, in order to enable the 
country to raise and support these military forces. The question of what is 
necessary “‘to enable”’ a country to raise and support specified military forces 
cannot be answered by applying a formula. n the contrary, it involves a 
determination, unique in each individual case, as to the extent to which a 
country can, from an economic standpoint, and will, as a matter of political 
reality, devote the necessary resources—its own and those which may be 
provided from external sources other than United States defense support— 
toward meeting the burden of raising and supporting such forces. More- 
over, because the maintenance of effective military forces normally pre- 
supposes a certain minimum level of political and economic stability, this 
determination in turn requires a judgment with respect to the degree to 
which, if at all, a country must, in order to achieve or to maintain such 
minimum level of stability, devote its available resources to increasing per 
capita consumption or furthering economic development. In this connec- 
tion it has been assumed that at the very least, defense support should be 
adequate to permit the maintenance of the forces in question without any 
significant retrogression in a country’s economic condition, regardless of 
whether such retrogression is related to maintenance of forces or not. De- 
fense support will not include fostering of economic growth greater than that 
needed, if any, to attain the military objectives of the defense support pro- 
gram. No exact, all-inclusive test, uniformly applicable in all countries, 
can be given as to what will constitute a “significant retrogression”’ in a coun- 
try’s “economic condition” within the meaning of the foregoing requirement. 
One test might frequently be that of whether or not, taking into account 
anticipated population growth, the per capita gross national product will 
decrease or remain level. However, depending upon the country, it may not 
be appropriate to make this an exclusive test of economic retrogression since 
the existence of serious inflationary pressures, of fiscal or budgetary difficulties, 
of special foreign exchange problems, of adverse trade trends, of serious 
imbalances within a country’s economy, and of other factors, such as the 
state of the country’s capital plant, its rate of obsolescence and deteriora- 
tion, etc., may all have a bearing on what, if anything, needs to be done by 
way of aid in order to prevent a “significant retrogression” in that country’s 
economic condition. 
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3. Aid related both to maintenance of United States military facilities and 
country’s own military effort.—In the case where a country’s contribution to 
the common defense involves both the support of specified indigenous mili- 
tary forces and the provision of facilities or rights for the use of United 
States military forces, the level of defense support will be determined by a 
combination of the several factors separately discussed above in 1 and 2. 

When, after application of the standards set forth above, a level of defense 
support has been established for any country, the exact composition of the aid 
program itself, and the techniques of its administration, should be governed by 
the needs of the country in question. The test should be this: What are the 
specific kinds and amounts of resources which are most likely to accomplish the 
economic and political results which the aid is intended to secure and upon which 
attainment of the military objective depends? In one case the entire program 
may properly be in the form of nonproject aid, while, in another, it will be better 
if the program represents either some combination of both nonproject and project 
assistance or consists solely of project aid. It may include capital goods as well 
as, or to the exclusion of, consumables, and vice versa. Similarly, the uses 
attributed to any local currencies which are derived from the sale of imported 
goods may be economic or military, or both economic and military. 

(c) Technical cooperation.—The definition of “technical cooperation’ remains 
the same as it has been for the last several years. That definition is as follows: 

Technical cooperation programs may be defined as programs for the sharing of 
knowledge, experience, techniques, and skills with peoples of less developed areas 
for the purpose of helping them to further their economic development and to 
increase their standards of living. These programs include such types of activity 
as training, demonstration, advice, teaching, exchange of information and surveys. 
Technical cooperation programs include the provision of supplies and equipment 
only to the extent required for effective training and demonstration. Except 
for these last-mentioned purposes, they do not supply the capital which may 
often, if not always, be indispensable to the conversion of the knowledge, skills, 
experience, and techniques which they provide into expanded production, in- 
creased standards of living and other tangible benefits for the peoples of recipient 
countries. Technical cooperation programs will often, therefore, be related to 
development activities of the United States Government (including, in particular, 
the development loan fund) and other public and private sources which can 
provide the capital which, in combination with technical cooperation, can bring 
about economic advancement. For example, technical cooperation may, in con- 
nection with projects for which capital may be sought from the development 
loan fund or other sources, include carrying out economic or engineering surveys, 
or furnishing technical advice and consultation in specific engineering and other 

lanning and preparatory activities necessary to the sound development and 
implementation of projects, or carrying out such specific activities directly where 
that will also serve a demonstration or training purpose. 

(d) The development loan fund.—The establishment by the Mutual Security 
Act of 1957 of a development loan fund marks the creation of a new category of 
assistance which has as its primary purpose, and is specially designed to deal 
with the problem of, the economic development of less developed countries. This 
category of assistance was not contemplated in the initial development of the 
fiscal year 1958 program or in the preparation of the programs for previous years. 
Moreover, it had no exact, single earlier counterpart in prior programs, although, 
in past years, a sizable amount of defense support funds and a substantial part 
of the appropriations for development assistance were customarily used, fre- 
quently without noting the fact, for the primary purpose of economic develop- 
ment—the defense support funds in countries where the United States was sup- 
porting military forces, and the development assistance appropriations in other 
countries. 

Apart from the purpose of clearly enunciating as a primary objective of United 
States policy, and of emphasizing the great importance which the United States 
attaches to, the economic development of the less developed countries of the world, 
the establishment of this new fund was intended, broadly speaking, to accomplish 
the following major purposes: 








DEFENSE SUPPORT FUNDS 


First, to create a single, separate, clearly identifiable source of funds: (a) 
Which would only be usable for economic development—never for the sole 
purpose of furthering a military, political, or nondevelopmental economic 
objective; (6) from which, with minor exceptions, all assistance for the pri- 
mary purpose of economic development would hereafter be provided and 
(c) to which other countries might look for help when adequate financing for 
their development could not be obtained on reasonable terms from other 
public or private free-world sources; 

Second, to endow this source of assistance with the authority and the other 
attributes that would maximize its usefulness in furthering development on 
a sound basis—reasonable assurance of continuity of operations and policy; 
substantial working capital available on a long-term, as contrasted with a 
1-year, basis, and the likelihood, if not the certainty, of additional working 
capital recurrently as needed; freedom from the kind of advance programing 
required in other parts of the mutual-security program and from the rigidities 
imposed by the practice of illustrative programing; the power to provide 
assistance through virtually any type of arrangement or transaction (except 
an equity transaction) best calculated to meet a particular developmental 
problem; the authority to join or cooperate with private investors and public 
lending institutions in development activities; broad latitude as to terms and 
conditions; etc.; and 

Third, to establish the principle that virtually all future assistance for 
economic development purposes should be extended on a more businesslike 
basis than comparable assistance was customarily provided in the past—for 
example: While terms would be more lenient than those obtainable from 
other public and private lending sources, recipients would uniformly assume 
an obligation to repay; specific portions of the fund would not be programed 
in advance for particular countries or projects, but rather any aid from this 
source would normally be provided only in response to fully supported, de- 
tailed applications submitted by a country or enterprise and covering specific 
projects and programs, much in the same fashion that the country would 
apply for loans from any other lending institution; and only those specific 
projects and programs which were economically and technically sound and 
which gave reasonable promise of contributing to the economic growth of 
the country concerned would normally be eligible for assistance, although, 
where all of these conditions were met, and recognizing that the fund is, of 
course, an instrument of United States foreign policy, political and other 
criteria might also be employed to determine which of various eligible appli- 
cations for aid would be approved. 

Since “defense support’? may, in achieving its primary purpose of aiding the 
common defense, also contribute to economic development, and since ‘‘the devel- 
ment loan fund”’ will be available in countries receiving defense support, it may 
frequently be difficult to determine where, as a practical matter, the role of one 
ends and the role of the other begins. The following excerpt from the congres- 
sional presentation may be helpful in this regard: 

Defense support differs from assistance which may be provided from the 
development loan fund in that defense support represents that aid which, 
in addition to military assistance, is the indispensable minimum for the 
achievement of a specific contribution by the recipient country to the com- 
mon defense, whereas assistance obtained from the fund will be for the 
purpose of permitting economic growth which (i) would not otherwise be 
possible and, (ii) where the country concerned is also receiving defense 
support, is over and above, and additive to, the economic growth, if any, 
that is necessary in order to achieve the military objectives of the defense 
support program and that the defense support aid required for such purpose 
makes possible of attainment. 

In the absence, as of the date of this writing, of further decisions with respect 
to the manner in which the development loan fund will in fact operate, the fol- 
lowing assumptions should be made for the time being, in addition to the assump- 
tions given above: 

(a) That the fund will be prepared to extend assistance for economic 
development on any basis that does not involve a (i) grant or (ii) the direct 
purchase of (or the guaranty against the normal business risks of) an equity 
investment or equity securities. 

(b) Unless and until the NAC approves a different policy, it should be 
assumed that any loans out of the fiscal year 1959 funds will be in accordance 
with the terms, conditions, and policies which were approved for the fiscal 
year 1957 program. It should be noted, however, that legislative history 
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suggests that the present grace period for initial payments by the borrower 
be eliminated. Other changes in rates and other features are under con- 
sideration. 

(c) that, as provided in section 202 (b) of the Mutual Security Act of 
1954, as amended, the fund will be administered so as (i) “to support and 
encourage private investment and other private participation” and (ii) “not 
to compete with private investment, the Export-Import Bank, * * * the 
International Bank for Reconstruction and Development” and the Inter- 
national Finance Corporation. 

(d) that the fund, in providing assistance, will place primary emphasis on 
financing the foreign exchange costs of importing capital goods which either: 

(i) are to be used in specific, identifiable projects or activities that will 
contribute to economic development, or 

(ii) even though such specifie project or activity identification is not 
antecedently possible, are of a kind which are needed for, and are likely 
to be used effectively in, any of a number of alternative projects or 
activities that will contribute to economic development, particularly in 
cases where the importation of such goods is also a part of a rational, 
planned development program of the country involved. 

(e) that although, as indicated in (d) above, the fund’s primary emphasis 
will be on covering the foreign exchange costs of capital imports, the fund 
will, in exceptional and important cases where other sources of financing are 
not available, consider the provision of assistance that will help a country to 
handle the domestic financing of specific projects or activities that contribute 
to economic development. 

As and when the management of the fund or the NAC establishes principles and 
rules which are different from, or additional to, the assumptions made above, the 
latter shall be deemed to be modified, supplanted or supplemented by the former, 
as may be appropriate. 

In the unusual case where, for some overriding reason of national policy, it is 
desirable to extend aid for economie development in circumstances where the 
criteria applicable to the fund cannot be met, such aid will, as indicated in (e) 
below, be extended out of special assistance. 

(e) Special assistance.—Special assistance, like assistance from the development 
loan fund, represents a new category of assistance which was created by the 
Mutual Security Act of 1957. It has no exact prior counterpart and, in actuality, 
funds appropriated for special assistance can, under section 400 (a) of the Mutual 
Security Act of 1954, as amended, legally be used on very liberal terms for almost 
any aid purpose (‘“‘for use on such terms and conditions as he [the President] may 
specify for assistance designed to maintain or promote economic stability or for 
assistance in accordance with the provisions of this act applicable to the furnish- 
ing of assistance under title I, section 304, section 405, or section 407 of this act.” 
In fact, aren ations for special assists ance are intended in fiseal year 1958 to 
serve and, is assumed, will in fiscal year 1959 also be intended to serve, two 
major and very distinct purposes: 

(1) to meet specific programable requirements for economic aid which both 
(a) cannot, because they are not related to a military purpose, be met from 
“defense support” and (6) would not be eligible for financing out of the de- 
velopment loan fund either because they are nondevelopmental in character 
or because, although developmental in nature, they cannot pass the fund’s 
criteria for eligibility. 

(2) to provide a global military and nonmilitary aid reserve fund to meet 
emergencies and other contingencies. 

It is only with the first of the foregoing purposes that programers need be di- 
rectly concerned. Any requirements for assistance that do not fit into defense 
support or technical cooperation, as above defined, and could not qualify for the 
development loan fund, should be submitted as special assistance. 

(f) Other miscellaneous forms of assistance.—Other miscellaneous forms of assist- 
ance consist of those multilateral and other special bilateral aid activities to which 
the United States is contributing, or in which it is engaged, during fiscal year 1958, 
or other similar activities which may be specifically authorized for the future. 

Under the foregoing categorization and definitions of aid, it will be possible (in 
addition to multilateral and other special forms of bilateral aid) to have all of the 
following forms of assistance in a country: 

(a) Country where United States has military purposes: Military assist- 
ance, defense support, technical cooperation, special assistance and the devel- 
opment loan fund. 

(b) Country where United States has no military purposes: Technical 
cooperation, special assistance and the development loan fund. 
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However, the situation should be unusual in which it is necessary to program both 
“defense support” and “‘special assistance’’ for the same country. 


4. Nature of fiscal year 1959 program proposals 

The fiscal year 1959 program proposals will consist of the following major 
requests: 

(a) Requests for (i) 1-year (as contrasted with multi-year or permanent) 
authorizations for appropriations and (ii) appropriations pursuant to such 
authorizations in the amounts required during fiscal year 1959 to carry out 
during fiscal year 1959 specific programs of military assistance, defense sup- 
port, technical cooperation, special assistance, i. e., the programed portions 
of special assistance), and other miscellaneous forms of assistance, as those 
several forms of aid are defined and described above, and presented in much 
the same fashion as in the past. 

(b) A request for further substantial financing for the development loan 
fund, as defined and described above. (As indicated and discussed elsewhere, 
the form of, and the period to be covered by, such further financing are 
presently undetermined, as well as the method of presenting and justifying the 
same, but it can be assumed for purposes of this document that, as a minimum, 
the executive branch will request the additional $625 million already author- 
ized to be appropriated for the fund in fiscal year 1959). 

(c) A request for a reserve to meet emergencies and other contingencies, to 
be included in the unprogramed portion of special assistance. 

It should be further assumed: (i) that in the case of military assistance, funds 
made available will remain available until December 31, 1959, and, if not obligated 
by December 31, 1959, will lapse on that date unless specifically reappropriated; 
(ii) that in the cases of defense support, technical cooperation, special assistance, 
and other miscellaneous forms of assistance, funds made available will be available 
only for fiscal year 1959 and, if not obligated by June 30, 1959, will lapse on 
that date unless specifically reappropriated (or, alternatively, that if, in response 
to renewed Executive request to this end, Congress should, as to any one, or 
more, of the foregoing classes of aid, provide that funds appropriated in fiscal year 
1959 should remain available for a longer period, this would be for purposes 
of operational and administrative convenience, and not to cover regular financing 
requirements for a program period subsequent to June 30, 1959), but (iii) that in 
the case of the development loan fund any funds made available will remain 
lg a until expended and will not lapse on June 30, 1959, if not obligated 

y then. 


5. Flexibility 

Legislation applicable to the fiscal year 1959 program will provide for as much 
flexibility for the shifting of funds among and within mutual security program 
appropriations as is provided by legislation applicable to the fiscal year 1958 
program. However, it will be assumed in preparing the submissions herein 
requested that there will be no diversions of military assistance funds to other 
mutual security purposes, or of funds for such other purposes to military assistance, 
either (i) in fiscal year 1959 or (ii) in fiscal year 1958, unless and until developments 
prove otherwise, in which event the assumption should be accordingly revised. 
Thete will also be available at least $200 million of unprogramed funds available 
under section 400 (a) of the Mutual Security Act of 1954, as amended (special 


assistance), to cover contingent requirements for military assistance, defense 
support, technical cooperation, etc. 


6. Carryover of unobligated fiscal year 1958 funds into fiscal year 1959 


Funds of the development loan fund and appropriations for military assistance 
and joint control areas aside (since they are available respectively until expended 
and until December 31, 1958), the following assumptions will apply with respect 
to fiscal year 1958 and prior year mutual security funds: 

(a) That all such funds which are needed to meet fiscal year 1958 or prior 
year program requirements which are specifically identified as such before 
June 30, 1958, will be obligated by June 30, 1958, or if not so obligated will, 
pursuant to specific congressional authorization, continue available during 
fiscal year 1959 for the same purposes and to meet the same requirements for 
which originally appropriated. 

(b) That all such funds which are not obligated by June 30, 1958, and 
which are not needed to meet fiscal year 1958 or prior year program require- 
ments which have been specifically identified as such before June 30, 1958, 
will lapse unless Congress should decide (upon, or irrespective of, an Executive 
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request) to apply them to finance, and thus to reduce the new obligational 
authority needed for, the fiscal year 1959 programs. 

(c) That except where (i) the identification of funds with, and their ear- 
marking for, a specific, clearly genuine fiscal year 1958 requirement is clear and 
firm, and perhaps even covered by a commitment, or (ri) other very strong 
special reasons exist, Congress will be loath to authorize the carryover of 
unobligated fiscal year 1958 and prior year balances and that, therefore, the 
assumption set forth in (a) above should be applied cautiously and conserv- 


atively. 

Now, the second thing I would like to ask for, do you have any 
guidelines that are sent to the field for the guidance of people who 
have a responsibility for participating in the recommendation of the 
levels and the program that will go into making up of the defense 
support? I mean the defense-support item to be included in your 
1959 presentation; I would like to have the guidelines that were sent 
out. If they are uniform, I would like to have that stated. If they 
vary, country by country, I would like to have that indicated; and 
we would like to know to whom they went. We want that because of 
the testimony we have taken in these specific countries. 

(This information has not been supplied at February 17, 1958, 
Instead, in a conversation between Chairman Hardy and Mr. Claxton, 
Mr. Claxton contended that the information could not be assembled 
and submitted in the form requested.) 

Mr. Reppan. Thank you. 

Mr. Dillon, there are 1 or 2 questions that I would like to clear up. 
I would like to get back to defense support. 

As I understand it, the original concept of defense support was 
that it was intended to comprise the kind of aid and the amount of 
aid needed to strengthen the economy of a country to a point where 
it could sustain a given military level. 

Mr. Diuuon. As I understand, it started with the NATO countries, 
and that was the purpose of it. 

Mr. Reppan. How does the present purpose of defense support 
differ from that purpose, if it does differ? 

Mr. Diiion. Well, it differs in, I would say, two ways: First, I have 
the understanding that the defense support as originally granted to 
the NATO countries was meant to increase the strength of their 
economies to the point where they could carry the major burden of 
their own defense themselves and, therefore, it was not of indefinite 
duration. We hoped that we could come to an end with it fairly soon, 
and we did, in fact, come to an end of that sort of defense support, I 
think, in 1956; that was the last year there was any of it. On the other 
hand, the defense support that we have now for the less developed 
countries of the world, as long as they are going to keep these very 
heavy military efforts, will probably have to continue to help their 
economy bear the costs of these armies. 

Second, in addition to this concept of defense support, there arose at 
some point the idea of defense support, as a means of helping us to 
secure military bases needed by the United States 

Mr. Reppan. To what extent is defense support used today to 
attempt to develop the economies of the countries or the economic 
basis of the country to the extent that it could support this military 
effort we are after? 

Mr. Ditton. I think in most countries where they are making @ 
great military effort themselves, our defense support is only developmg 
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the country to the extent that the—the gross national product per 
person or per capita stays about even, and it may be in a few cases 
even very slightly increased there, because they thought that it was 
necessary to keep the people in ‘the country happy by just about 
enough to keep even. 

Mr. Reppan. Taking now instead the Southeast Asia area, is our 
defense support in that area expected to produce at some future time 
an economy capable of sustaining the military effort we would like 
them to make? 

Mr. Diuton. I don’t think that it is aimed at that now; no. 

Mr. Reppan. Do you have any overall plan for the results which 
the defense support is supposed to produce along that line? 

Mr. Ditton. It is supposed to enable the countries to continue the 
effort which they are making and carry that without sliding backward. 

Now, the only way that they could begin to carry such effort on 
their own is to develop their economy more than is probable in the 
immediate future, and any help that would come from development 
funds—but I don’t think that would achieve that sort of objective in 
the foreseeable future. 

Mr. Harpy. Can you provide the committee with any clear-cut 
delineation of the policy which you have expressed to anybody below 
the secretarial level, the Under Secretary, the Assistant Secretary 
level, for their guidance? 

You have expressed a policy there, and it might be interesting, if 
anybody knows about it 

Mr. Driton. That is what our policy was meant to be. 

Mr. Harpy. I have not seen anything that said it, including your 
statement of yesterday. 

Mr. Ditton. Well, I feel it was the best I was able to put in words. 

Mr. Reppan. Mr. Dillon, is it your policy with respect to the 
impact, or let me rephrase that—what is the policy of the Department 
of State and the ICA that defense support projects should have an 
immediate impact on the economy of the country in which these proj- 
ects are operated? 

Mr. Ditton. Immediate impact? 

Mr. Reppan. Yes. 

Mr. Driton. Oh, I think that certainly the defense support aid, 
when it comes, does have an immediate impact on the country, but 
the type of project might have a long-range effect also. The money 
that comes in has an immediate effect, and the benefit from the proj- 
ects certainly might be long range. 

Mr. Reppan. For instance, various roads projects in the southeast 
Asia area are long-range projects, and I think it is generally recognized 
aa the impact on the economy of the country from those roads might 

aany years in the future. 

] would appreciate it if you could express an opinion as to whether 
or not projects of that sort are more in the interest of the United 
States than, say, the commodity import programs which would have 
a more immediate impact and give the economy of the country a 
shot in the arm at this time, rather than 15 or 20 years from now. 

Mr. Ditton. That question of programing, of course, is primarily 
the function of the Director of the ICA, but I think that there cer- 
tainly could be cases, and probably are cases, where the amount of 
commodities that you can import and use usefully and that we have 
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available to import, are not fully sufficient to do the job, the economic 
job, unless some projects and some assistance comes in the form of 
projects. 

And then, when you get to that point, it is just judgment as to 
which projects are the best, whether a road from here to there, or 
from here to somewhere else. 

Mr. Reppan. For instance, a road might cost $20 million, and 
maybe $10 million of that will be spent for equipment and machinery 
in this country, and that money has no impact on the host country. 

Mr. Ditton. That is right at first, but the use of that machinery 
in that country will have an impact. 

Mr. Reppan. And another $5 million would go for engineering, 
stateside employees, and so forth, and then you get a very small 
part of that $20 million which is helping the economy of the country 
In any way. 

Now, do you think that we should concern ourselves more with a 
project or programs which would produce a more immediate result 
and produce results in a greater proportion to the host country? 

Mr. Ditton. Well, I think that under the concept that was enacted 
last year, where they tried to separate development assistance from 
defense support, that suggestion certainly would be appropriate from 
now on, with a greater emphasis on things that have an immediate 
impact rather than things of the nature you described, like a road 
program, 

Of course, those road programs all evolved in the time in that area 
where development assistance and defense support were all united 
under this definition that we have had for 3 years prior to last year. 

Mr. Reppan. You think the addition of the word “specifically” 
brings the concept of defense support back to what it was originally? 

Mr. Drtton. Much more closely; yes. 

Mr. Harpy. There are no further questions. 

Well, Mr. Dillon, I want to express, on behalf of the committee, 
our appreciation to you and Mr. Claxton for your patience and for 
your helpfulness. 

I confess that I still feel the need of enlightenment, even after all 
of your efforts here, and I must confess also that some of the things 
I have learned this afternoon scared me, really, half to death. I am 
inclined to believe, too, that if the American people, generally, 
understood the laxity which is permitted to the State Department 
and the ICA in the exercise of judgment in the expenditure of so 
much of this money, the whole foreign-aid program would go out of 
the window awfully fast. 

Personally, I don’t understand why any individual, anyway, should 
want to have as wide a Jatitude for the exercise of judgment, with no 
restraint and no control, as the Department of State has continually 
sought in this program. 

I tried last year, with the help of the members of this committee and 
others, to put a few strings upon the discretionary authority that the 
Mutual Security Act contains. We succeeded in a very limited way. 

I can promise you that I am going to try to tighten it up again this 
year. 

I think that we are going to need some further collaboration and 
some consultation with the people down at the Department of State 
as we prepare this report. Personally, I certainly want to avoid taking 
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any action which is going to have any seriously adverse effect on our 
overall foreign relations, but the revelations that have been developed 
in the discussion with you this afternoon concern me greatly. 

I do not think that you or the Secretary of State or any individual 
has any right to exercise the latitude which you have interpreted the 
act to give you. 

I don’t think that the Congress realizes it, and I think that if they 
did realize it, this whole program would come in for rather drastic 
curtailment. 

I have supported the foreign-aid program ever since it started. 
I thought that we were providing too much discretion at times. I 
have tried to be constructive in my approach to it, but I see a kind of 
buck passing as the Department proceeds to pass the buck to the 
Congress. When I see that the statutes that we have passed have 
been misunderstood and misconstrued—at least it seems to me they 
are by the Department—then I get worried as to where we are going. 
The act ought to be applied on a reasonably rational basis, and other- 
wise I think that it is going to be sharply curtailed. 

I just don’t have any idea that the American people, if they knew 
the discretionary authority that you construe to be vested in the 
Secretary of State, would vote another dime. I don’t think that my 
people would reelect me, and I doubt if very many on this committee 
could get elected if this testimony that you presented here today is 
left unchallenged and the act is left unchanged. 

foe Ditton. Mr. Chairman, may I just say this for the Department 
of State. 

I am delighted to hear your offer of collaboration in trying to work 
something out and the Department of State will, of course, be willing 
and ready to collaborate with you, with its help, in any way as the 
work progresses. 

May I say this: That if you and your committee can develop any 
criteria here which will more or better clarify this matter for the 
American people and yourself, we would be delighted to help you 
and to see those criteria in the law. 

Mr. Harpy. Mr. Dillon, I wish that I could believe that correctly 
reflects the attitude of all the people who have been working and 
presenting this program to the Congress. Iam not suggesting that it 
does not reflect your personal viewpoint, but I cannot believe it 
reflects the attitude of your people making these congressional presen- 
tations, because I have no idea, and I have followed this closely, I 
have no idea that the average Member of Congress has the remotest 
concept of the authority that this act contains for the Secretary of 
State, as you have outlined today. 

I don’t believe that the members of the Foreign Affairs Committee 
realize that is the official State Department viewpoint. 

Mr. Ditton. I think they realize. 

Mr. Harpy. Well, I have talked to one of them today, and I would 
gamble that that one did not realize it—— 

Mr. Driton. Maybe so. 

Mr. Harpy (continuing). On the basis of some of the things that 
were said yesterday, and I am frank to tell you we suspected these 
things as the result of our trip, and it is clear now in my mind. It‘is 
clear that there is not any finite policy, that it is a very loosely run 
proposition. It is rather clear to me, too, that actually the decisions 
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and not just the policies are made at high levels here, whereas there 
ought to be some policy which would enable people down the line a 
little further to administer these, also, there ought to be some basis 
on which somebody could be held accountable, and if his judgment is 
bad he ought to be removable. 

Mr. Ditton. I agree entirely, and I am always, and have been for a 
long time, a great believer in giving the maximum possible responsibility 
to the responsible people in the field, and if they are not adequate to 
carry out their responsibility, get somebody else to do it. 

r. Reppan. Mr. Dillon, could you supply us with a list of the 
defense support obligations on a country-to-country basis, showing 
™ dollar amount for project and nonproject obligations from 1952 to 

ate? 

Mr. Harpy. You better find out how long it would take to do that. 

Mr. Ditton. It might take quite a long time. 

Mr. Craxton. I cannot answer that right now. 

Mr. Harpy. You do not have it, anyway; ICA would have it. 

Mr. Reppan. How about 1953? 

Mr. Harpy. May I suggest this: I think that maybe what we had 
better do is to have Mr. Woods or Mr. Bray or Mr. Reddan, or 
anyone of the staff, confer with the people down at the ICA with a 
view toward getting that information within reasonable limits. 

I suspect I am going to reserve the right to finally rule on what is 
reasonable, in view of Mr. Ohly’s failure to advise Mr. Claxton as 
to the date when he, Mr. Ohly, was asked for this compilation. 

Frankly, you can shake your head, Mr. Claxton 

Mr. Ciaxton. He did not, Mr. Chairman 

Mr. Harpy. Well, a month was plenty of time, so you can under- 
stand why I am not too willing to trust you to negotiate with the 
ICA to get this information promptly. 

So, Mr. Dillon, if we have any trouble getting this information, 
we will be in your office, or the Secretary of State’s office, and we 
will try to be reasonable, but we don’t want to get a brushoff. 

Mr. Ditton. We will try. 

Mr. Harpy. And again, I want to thank you for your patience and 
cooperation. 

é The subcommittee will stand adjourned, subject to call of the 
hair. 

(Whereupon, at 5:10 p. m., the subcommittee adjourned, subject to 
the call of the Chair.) 
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APPENDIX I 


Excerets From TRANSCRIPTS OF HEARINGS CONDUCTED BY THE INTERNA-~ 
TIONAL OPERATIONS SUBCOMMITTEE DurING Its FieL_p Trip to UnrtTEep 
States ForercgnN-Arp Missions IN THE PHILIPPINES, TAIWAN, VIETNAM, 
CamBopiaA, THAILAND, PAKISTAN, IRAN, GREECE, AND SPAIN, BEARING ON 
DEFENSE SUPPORT 


The following excerpts are taken from the transcripts of hearings conducted 
during the subcommittee’s recent trip. They comprise quotations or para- 
phrases of testimony relative to two questions: 

(1) How does the witness define defense support: 

(2) In what manner are defense support budgets, country programs, levels of 
aid, and projects formulated and approved? 


HAWAII 


General Hewitt, CINCPAC officer responsible for reviewing Taiwan and 
Indochina military and defense support budgets. 
Definition 

“He was questioned by the committee as to what in his opinion should be 
included in defense support. The genera stated that it was most difficult to 
make an adjustment of this sort, since almost any type of aid could be said to 
contribute, at least indirectly, to the military program of a country. However, 
he stated that to the best of his ability he intends to limit defense support to 
those items which bear a reasonable relationship to military support.”’ 


Formulation 

“He stated that the level of aid for any country is initially determined by the 
Ambassador, the ICA, and the MAAG for that country. He stated that political 
considerations may often affect the level of aid, and in his review of budget 
submissions he must be continually aware of this factor.” 


PHILIPPINES 
General Harper, JUSMAG; and Mr. Lavergne, Deputy Director, USOM. 


Definition 

(Mr. Hardy) ‘One of your main jobs, I think, is defense and I wondered what 
your idea is of the definition of defense support? 

(General Harper) “I don’t know that definition.” [After Mr. Hardy reads 
formal definition from fiscal year 1958 budget] ‘‘Defense support to me means 
the construction of these buildings, this airfield, the aircraft control and warning 
sites, things of that kind. 

* * * * * * * 

(Mr. Hardy) “This same budget sheet shows—nmillion of agricultural commodi- 
ties-generated pesos for defense support. * * * — million is called defense support 
and it is broken down — million for construction of military barracks, training, 
and air defense facilities, and roads, which I presume you people had something 
to do with, and the second item of — million is to ‘train the rural population in 
such self-help activities as building feeder roads, eliminating unsanitary condi- 
tions, and creating and operating democratic local governments.’ 

(General Harper) “I knew nothing about that. That was ICA. ICA controls all 
these funds. 

* * * * * * * 

(Mr. Hardy) ‘‘My question is, does our ability to continue to maintain bases in 

the Philippines depend on our helping to raise the standard of living of all the 
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Filipino people? I am not criticizing that, but want to know if it is properly 
related to defense support. 
(General Harper) ‘‘It is very indirect. 
* * * * * + * 


(Mr. Lavergne) ‘“The reasoning behind calling some of the items defense support 
under the previous years’ definition of defense support, when you had the Huk 
situation active in the Philippines, it was unsafe, * * * even to detail military 
people in certain areas. Because of the insecurity of the area, and because many 
people were sympathizers of the Huks, it was necessary to have an access road 
built; and it was necessary to have malaria control so that the military could be 
sent to those areas and be able to live there. That is the reason behind using 
defense support funds for something like malaria control. It seems to us to be 
at least indirectly defense support. 

(Mr. Hardy) “‘On that thesis, every governmental function in the Philippines is 
tied to defense support, then. Is there any distinction you can think of between 
that and any other function of government? 

(Lavergne) ‘I don’t think I can answer that. 

* * * * * * - 


(Mr. Lavergne) ‘‘We have the word in the new definition that it must be 
‘specifically’ related to the defense effort. 

(Hardy) “Does anybody know what ‘specifically’ means? We had a little 
discussion about that word on the floor of the House. You might understand 
some of the skepticism some of us have if you read the discussion at that time. 


(Mr. Lavergne) “I think here we would interpret it to mean specific.” 
Formulation 


(General Harper) “I will tell you how it worked this past year. First of all we 
discussed with the Philippine representatives what they considered their require- 
ments to be. We worked with the GHQ staff to find out what we wanted. 
which is just about completed, at a cost of about $7 million. 

“After we got an idea of what they needed in the way of defense support we 
went to the country team. Out here in addition to ICA and JUSMAG repre- 
sentatives we have Admiral Cruise, commander, Naval Forces Philippines, and 
General Ackerman, commander, 13th Air Force. We discussed every one of 
these items and what they would cost, and ICA was right there with us figuring 
the cost. When the country team finally said, ‘Yes, we think this is a just amount 
for it,’ it ran — million or — million for construction. 

“Then we sent that to CINCPAC. CINCPAC took that recommendation and 
questioned us at times to back up our arguments. They in turn sent it to DOD.” 








TAIWAN 


Mr. J. L. Brent, Director, USOM; Mr. J. E. Auburn, ICA; Col. J. R. Looney; 
Major General Bowen, Chief, MAAG. 

Definition 

(Mr. Hardy) “Your direct forces support is now back in defense support? 

(Mr. Auburn) ‘‘No, it is now part of the program as construction and con- 
sumables. There is no longer the term direct forces support. 

(Mr. Hardy) ‘Who pays for it? 

(General Bowen) “T will ask Colonel Looney to speak to that. 

(Colonel Looney) ‘We no longer call it direct forces support. It is now known 
as the C. and C. program, construction and consumables program. The C. and C. 
program takes in the expenditure of local currency for which we state our re- 
quirements in advance to the ICA. They generate the local currency. 

(Mr. Hardy) ‘So that your direct forces support now is a part of your military 
assistance funds? 

(Colonel Looney) “Yes. 

* * * * * * * 


(Mr. Hardy) “To go back to what we used to call direct forces support, which we 
don’t have any more, the items in the military assistance budget listed as ‘Con- 
struction and consumables,’ is that what used to be direct forces support? 

(Colonel Looney) ‘‘That is correct, with the exception of the wheat and cotton. 

(Mr. Hardy) ‘“‘That used to fall in the category of direct forces support? 

(Mr. Auburn) ‘That is right. 

(Mr. Hardy) ‘‘Defense support as used in your budget, then, does not include 
any item that goes directly to the defense effort? 
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(Mr. Auburn) ‘‘That is substantially correct. They use the term as opposed to 
the military end item which has no common use purpose. They have included 
wheat and cotton in the ICA program to meet both military and civilian require- 
ments for these two commodities. 

(Mr. Hardy) “Suppose you are going to build a road that has a certain military 
significance. Where would that go? 

(Colonel Looney) ‘‘We have among our construction projects what is known as 
the defense roadmap. That appears in our program and is financed with money 
we have previously requested ICA to generate for us. 

(Mr. Hardy) “‘And that type of thing would not be included in defense support? 

(Colonel Looney) “No. That is part of our construction and consumables 
program. 

(Mr. Hardy) ‘‘Then as used in this program, defense support is almost exclu- 
sively economic assistance which has the support of the defense activities only as 
an indirect result? 

(Mr. Auburn) “That is the way it is defined, having indirect support to the 
military. 

* * * * * * * 

(Mr. Hardy) ‘“* * * Then the question of construction and consumables—is 
that what you call it? 

(Colonel Looney) “Yes. 

(Mr. Hardy) ‘‘That is handled exclusively by the military people and it is no 
longer a responsibility of any of the ICA personnel. Is that right? 

(Colonel Looney) ‘‘No,sir. We receive assistance from them, first on the value 
of this 1958 program, which is practically — million. That is the United States 
dollar sign. In addition to that there is a local currency which we use here for 
construction and consumables, which is the equivalent of approximately — million. 
What we put in our program for 1958, which has not yet been approved, amounted 
to — million NT dollars. 

“In the construction and consumables, under the Department of Defense 
guidance, we are to make maximum use of local materials and local facilities. 
What we cannot obtain locally are in the construction and consumabies on the 
dollar side and are included in our — million. 

(Mr. Hardy) ‘‘Then your construction and consumables are not included in the 
— million? 

(Colonel Looney) ‘The local currency is not. 

(Mr. Hardy) “How much does that add to the $ — million? 

(General Bowen) ‘‘— million. 

(Mr. Hardy) ‘‘And that is derived from—— 

(Mr. Brent) “The defense support side, sir. 

* * * * * * * 

(Mr. Hardy) ‘Before we left a while ago we were discussing an illustration and 
talking about a road. I believe you said you do have some road construction 
that is included in this construction and consumables that is budgeted in your 
direct military assistance. That is strictly a military road? 

(Colonel Looney) “The defense road map is a military requirement to permit 
the movement of forces. 

(Mr. Hardy) ‘Which road is that? 

(Colonel Looney) “That is our defense roadmap and it shows up as individual 
projects in our C. & C. program. 

(Mr. Hardy) ‘‘Does the military have any responsibility for determining the 
roads to be constructed in the defense-support phase of the program? 

(Colonel Looney) “Yes. We have a long-range plan showing the roads that 
are considered desirable to improve the defense of the island. 

(Mr. Hardy) ‘‘Let’s be specific. In the budget we are concerned with now, 
which is the 1958 budget, in that 1958 submission were there any roads included 
in the defense-support budget at the request of the military? 

(Colonel Looney) “‘No. Defense support would be on the ICA side. 

(Mr. Hardy) “So that roads that are particularly important to the military are 
included in military support and the others are economic assistance; is that right? 

(Mr. Brent) ‘Yes. 

(Ambassador Rankin) “Except that every road has some military significance. 

(Mr. Brent) ‘‘There are cases where we try to assess the military requirements, 
and in the North-South Highway there was such an assessment. 

(Mr. Hardy) “That was something unusual, I take it, rather than the cus- 
tomary? 
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Mr. Brent) “To the extent possible we try to classify them as purely military 
or purely economic assistance. 


* * * * * * * 

(Mr. Hardy) ‘‘In your operation here, the item of defense support is all sub- 
stantially economic assistance other than the local generation of currency of — 
million? 

(Mr. Brent) ‘‘Except we must recognize that any economic assistance is used to 
support the defense effort.” 


Formulation 


(Mr. Hardy) ‘‘Who budgets the item of local currency? 

(Mr. Auburn) ‘When we prepare the ICA program we do it in conjunction with 
MAAG. They give us the amount of currency they will need in the coming 
year and we determine our local currency availabilities and project it over that 
year. The first local currency available is more or less available to the military, 
then we develop our own program and at the same time program our own local 
currency. 

(Mr. Hardy) “‘Where does the — million commodity-generated fund show up 
in the budget presented to Congress? 

(Mr. Brent) ‘In the ICA defense-support component. 

* * * * * * * 


(Mr. Hardy) “‘What, if any, part does our MAAG play in determining the 
specific projects that will be included in your budget defense support? 

(Mr. Brent) “It works the other way, Mr. Chairman. 

(Mr. Hardy) “It can either be some or none. 

(Mr. Brent) ‘“‘I would say none, because there seems to be no reason for it. If 
there were a reason for it there would be as much participation as required. 

(Mr. Hardy) “I asked whether or not they do participate, and you say ‘No’? 

(Mr. Brent) “That is right.” 

VIETNAM 


Lt. Gen. Samuel T. Williams, Chief, MAAG; Leland Barrows, Director, 
USOM. 

Definition 

(Mr. Hardy) “We are talking about the defense-support budget. Do you know 
what the definition of defense support is? 

(General Williams) “I am afraid I don’t.” 

* * * * * * * 

(Mr. Brownson) ‘You see, General, you have projects like project No. 99, health 
services development; project No. 100, teacher training and higher education; 
and project No. 101, national institute of administration, teaching and research. 

(Mr. Hardy) ‘‘What does that have to do with military assistance? 

(General Williams) ‘It raises the educational level of the people in the country 
for officers. 

(Mr. Reuss) ‘It is as if in our own country the military came in with a budget 
called defense support that included the public schools and the county agents of 
the Department of Agriculture, and so on, all on the grounds they made for a 
strong America and hence a secure America. But that wouldn’t tell Congress 
and the American people as to the various categories they are expected to con- 
tribute to each year, which is the whole point of this discussion. 

(General Williams) “I don’t think all of the support of this country should be in 
the military budget, by any means 

* * * * * * * 

(Mr. Hardy) ‘In connection with budget support—maybe I should say defense 
support—at one point in your direct statement—I think I wrote this down just 
as you expressed it—you said ‘budget support, that is, defense-support funds.’ 

“Are those synonymous terms? 

(Mr. Barrows) “I believe I went on to say defense support used for the importa- 
tion of goods. Maybe I would make it clearer if I said that part of the budget 
support appropriation used for the importation ot goods to generate piastres for 
support purposes, as opposed to the funds used to purchase tractors or buffalos. 

(Mr. Hardy) ‘Are we providing any funds for budget support in Vietnam other 
than to implement their military establishment? 

(Mr. Barrows) “Yes, sir. We are providing piastres to pay the local currency 
cost of most of the civilian projects that we carry on. 

(Mr. Hardy) “So that we are paying the local costs as well as out costs? 
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(Mr. Barrows) ‘Yes. 

(Mr. Hardy) ‘That, then, is a part of the technical assistance to the country? 

(Mr. Barrows) “No. It is classified and paid for as part of the defense support. 

(Mr. Hardy) ‘I am having a little more trouble differentiating between defense 
support and technical assistance here than in other spots. Your technical 
assistance here also includes certain capital funds, doesn’t it? 

(Mr. Barrows) ‘Yes. 

(Mr. Hardy) “Isn’t it a combination of technical assistance and economic aid? 

(Mr. Barrows) “I don’t think so. We might bring in filing cabinets, office ma- 
chinery, and so forth, to permit the Michigan University group financed from tech- 
nical assistance funds to do a job in public administration, but we would use 
defense-support funds to bring in the equipment that is used by the University 
of Michigan to train the police force. 

(Mr. Hardy) “There is a heading ‘Economic and Technical Cooperation.’ 
Maybe that is what threw me off. 

(Mr. Barrows) “I think it wouid be correct to say the two programs are inter- 
woven.” 


Formulation 


(Mr. Brownson) ‘‘We have been interested in whether some of the money indi- 
cated under defense support in the budget justifications submitted to Congress 
is properly labeled, or whether it should be labeled economic aid or technical 
assistance. We have had a feeling such as the author mentions in this article 
where he says: 

‘I was much struck recently by a remark made to me by one top American 
aid administrator in the area: “If I want to put through a new project,” 
he told me, “I call it defense support and not economic aid. It is much 
more likely to be approved by Washington.” If this is the attitude of Wash- 
ington, it reveals a fatal lack of appreciation of the Asian viewpoint.’ 

‘‘What we are interested in finding out is, do you have a chance to screen what 
is going in the budget submission as defense support? Is that submission made 
with your approval? 

(General Williams) ‘Insofar as it goes out with country team approval; yes, sir, 

+ * * * * x * 


“™"(Mr. Hardy) ‘‘There is a specific breakdown in the statute and in the budget. 
One is for military assistance, which is your direct military aid; a second is for 
defense support; and a third is for technical cooperation. We are talking at the 
moment of the category of defense support, and your budget for 1958 for that 
item was $225 million, the biggest part of the total. 

“The question we are trying to determine is the extent to which the military 
actually have a responsibility for determining the items that go into that category. 
¥ (General Williams) “I can tell you what I consider my responsibility. I con- 
sider I am responsible for presenting to the country team a military budget that I 
think is correct; and I think I have responsibility, and I accept the responsibility, 
of presenting to the country team also the material that we program to come into 
here in succeeding years. 

‘As to any other budget, I think I have responsibility, along with other members 
of the country team, for what is submitted to Washington. 

(Mr. Hardy) ‘‘In the first category that you accept direct responsibility for, 
what do you include? Do you include only direct military end items? For in- 
stance, do you consider it is your responsibility to be involved in the approval of 
health programs and sanitation programs? 

(General Williams) ‘‘No, sir, only as a member of the country team. 

* * * * * * * 

(Mr. Reuss) “I find in the submission by the executive branch in Washington for 
this current vear, items that are called defense support and which are described 
as follows: 

‘* * * activities which will resettle uprooted people on land now idle; 
defray the administrative costs of land reform; and foster livestock improve- 
ment, vocational training, and health and sanitation services in the rural 
villages.’ 

(General Williams) ‘‘I have nothing to do with making up that budget, but there 
is nothing you mentioned that I do not have a very keen interest in because they 
all affect the military. 

(Mr. Reuss) ‘‘Wouldn’t it be a more accurate description to call it economic 
assistance rather than defense support? Here we are talkipg about projects which 
I think are excellent, but do they have enough to do with the military to be 
included in the budget as defense support? 
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(Mr. Barrows) ‘‘The items- 

(Mr. Hardy) ‘‘Let the general talk about that. 

(General Williams) “I will repeat what I said before. All of the items you refer 
to have a bearing on the military here because they have a bearing on the well- 
being and overall security of the country. In my mind you cannot separate the 
military from the economic to save your soul. 

(Mr. Hardy) ‘“‘Would you say, then, that every item in the budget would be one 
that would be accurately included in defense support? 

(General Williams) “I will say there is no item that appears there that the 
military would not have a very keen interest in.”’ 


CAMBODIA 


Ambassador Strom; Mr. Alvin Roseman, Director, USOM; Brig. Gen. Edwin 
S. Hartshorn, Jr., Chief, MAAG. 

Definition 

(Mr. Brownson) ‘Here is the point, General; there will come a day when the 
military will have to pay for defense support from their own appropriation, and I 
think it is time to start screening the items labeled as defense support, because I 
don’t think the military will want to build high schools and things of that sort. 
Everytime a kid gets an inoculation it is of help to the military, but we don’t put 
the Department of Health, Education, and Welfare in the Department of Defense. 
We are looking to the day when the budgets are separated. That is essentially 
what we are interested in. We have had the feeling if we labeled less of this 
defense support and more of it economic development, it would do a great deal 
to lessen Communist propaganda that we are only interested in giving military 
assistance. 

(Mr. Hardy) ‘‘This question of defense support is a sort of a catchall proposition, 
and there is a lot in it that is not defense support at all. The building of 
schools, for example, will not determine whether we can build an effective military 
force, will it? 

(General Hartshorn) “It is very difficult for them to maintain vehicles. 

(Mr. Hardy) ‘“‘Are you willing to subscribe to the notion that the building of 
schools should be in the military budget? 

(General Hartshorn) ‘‘I would have to put that in an order of priority. 

(Ambassador Strom) “The point I am making is that you use a different cri- 
terion in this country determining what is useful to defense than you would in our 
country. 

(Mr. Hardy) ‘Everything is useful. 

(Ambassador Strom) “‘Our objective here is to assist these people to maintain 
their independence. So if we label everything we do as defense support there is a 
certain justification for it, perhaps remote, but there is a certain justification for it. 

(Mr. Hardy) “Is there any aid in a country’s budget that could not be included 
as defense support under that definition? 

(Ambassador Strom) “Possibly not.” 


Formulation 


(Mr. Hardy) “How much do you have to do with determining items that go in 
the defense support budget? 

(General Hartshorn) “In the past it was done through the country team. 
The 1959 program was submitted before I came. 

(Mr. Hardy) ‘‘How long have you been here? 

(General Hartshorn) ‘Since the 30th of May, sir. 

(Mr. Hardy) ‘‘You haven’t been here long. 

(General Hartshorn) ‘“‘No, but if you have questions I would be glad to express 
my personal opinion. 

(Mr. Hardy) ‘‘Regardless of how worthwhile the projects are, I am interested 
in knowing just what responsibility MAAG has and what part it played in de- 
veloping the budget for defense support. 

(General Hartshorn) ‘‘We participate with the country team. 

(Mr. Hardy) ‘You have one item in defense support, construction, and con- 
sumables. I suppose MAAG has some considerable part in that specific one? 

(General Hartshorn) ‘‘Yes. We have a construction program in MAAG., 

(Mr. Hardy) ‘Does the military select the items that go into that, or is that 
done by the mission? 

(General Hartshorn) ‘‘This construction and consumables is a military project. 
Roads are not included. 

(Mr. Hardy) “Roads are not included? 
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(General Hartshorn) ‘‘No, sir. Roads are ICA. 

(Mr. Hardy) ‘‘What category does that come in, Mr. Roseman? 

(Mr. Roseman) ‘‘That is defense support. 

(Mr. Hardy) ‘‘What does MAAG have to do with determining the military de- 
sirability of the road? 

(General Hartshorn) “I can’t answer that. I assume that is done by the country 
team, but that was before my time. 

(Mr. Hardy) “You weren’t here when the 1959 budget was submitted? 

(General Hartshorn) “No. It was sent to Admiral Stump. 

(Mr. Hardy) “Have you reviewed the 1959 budget for defense support since 
it was sent to CINCPAC? 

(General Hartshorn) ‘Yes, sir. 

(Mr. Hardy) ‘‘Have you had any indication from CINCPAC as to what 
action they took on the 1959 budget that was submitted to them? 

(General Hartshorn) ‘‘They were generally satisfied and they sent it to Wash- 
ington. 

(Mr. Hardy) ‘‘Without any change? 

(General Hartshorn) ‘‘With minor changes, I believe. 

(Mr. Hardy) “I am talking about defense support. Are you familiar with 
the definition of defense support, General? 

(General Hartshorn) ‘Yes, sir. 

(Mr. Hardy) ‘‘Do you know how it reads? Let me read the program objective 
as submitted to Congress: ‘To assist in preserving internal security through 
maintenance of adequate military and police forces; * * * 

“This is part of your responsibility? 

(General Hartshorn) “Yes, sir. 

(Mr. Hardy) (continuing reading:) “ ‘to help develop a stable national econ- 
omy, prevent serious economic dislocations, and improve the basic public facilities 
and services needed for effective internal security; and to support the develop- 
ment of a strong, effective government capable of retaining public confidence and 
resisting Communist pressures.’ 

“That is the program objective. Wouldn’t MAAG have right much concern 
with carrying out those objectives? 

(General Hartshorn) ‘Yes, sir. For example, we are cooperating with USOM 
to see if the men in the police forces should be armed. 

(Mr. Hardy) “Would you be interested in any projects which might have a 
bearing on the police activities if there were any question of barracks to be con- 
structed? 

(General Hartshorn) “Yes, sir. 

(Mr. Hardy) “Have you been over the defense support program to determine 
from a military point of view whether the specific items are items that should 
come under your cognizance, or to determine the extent to which you should partici- 
pate in selecting those items? Have you had occasion to review the program? 

(General Hartshorn) ‘I haven’t reviewed the program in that respect. 

(Mr. Hardy) “Since you were not here when the budget was prepared, I can’t 
buestion you about the way it was prepared.”’ 


THAILAND 


Maj. Gen. Richard C. Partridge, Chief, JUSMAG; Mr. Thomas Naughten, 
Director, USOM; Mr. Marvin C. MecFeaters, Controller, USOM. 


Definition 


(Mr. Naughten) ‘‘You can see in the first 3 years the level of technical coopera- 
tion is $7 million to $6 million to $5 million. Then in 1954 it jumped for the 
beginning of the highway, and there was a considerable jump the following year, 
and then it became stable at $34.5 million. 

(Mr. Hardy) “This is not exclusively technical assistance? 

(Mr. Naughten) ‘‘No. It is the entire American technical cooperation and 
economic assistance—what we have generally been calling defense support in the 
nontechnical assistance area. 

(Mr. Hardy) “Frequently we call it economic assistance, and sometimes it is 
called technical and economic assistance, but that economic part of it, you say 
you have been calling defense support? 

(Mr. Naughten) “In the sense it is in the column ‘Not technical assistance 
funds.’ 

(Mr. Hardy) ‘‘We have had in previous years a distinction between economic 
assistance as such and defense support as such. We have had defense support, 
economic assistance, and direct forces support—all three of them. 
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(Mr. Naughten) “That is right. 

(Mr. McFeaters) “When the program jumped in the fall of 1954, that was 
strictly defense support money. 

(M1. Hardy) “I don’t think you called it defense support at that time. 

(Mr. McFeaters) “I think so. I don’t know. You voted on the legislation 
and I didn’t. 

(Mr. Hardy) ‘‘We vote on the legislation, but the regulations are made down- 
town. It might help you to realize that until this year nobody saw the break- 
down of these things except the Foreign Affairs Committee. This year was the 
first time we could pry one loose, and we had to do it by roughshod methods, but 
we did get it. The classification is such it was not generally available, and the 
terminology that has come out is terminology that has come out in hearings from 
time to time. 

(Mr. Naughten) ‘As this particular fact sheet shows, the program in 1957 was 
$34.5 million. We have received the new levels of aid for 1958 and they call for 
$4 million for technical assistance and $20 million for defense support, which is a 
reduction of $10 million for this current year. 

“‘We have begun our discussions with the Thai Technical Cooperation Mission 
to arrive at understandings with them as to how these new levels of aid would best 
accomplish the Thai purpose in the light of American objectives. 

“T think perhaps the three objectives that I cite in this brief summary that I 
will turn over to you explain what our objectives are: First, to support the defense 
effort; second, to promote economic development; third, to improve public admin- 
istration, public services, and economic development planning. 

“Our efforts are being directed first toward the defense effort of Thailand in 
the light of United States objectives; and secondly to promote economic develop- 
ment in the light of the absence of skill and know-how here, to help the Thais 
raise themselves to the point we can pull out of here. 

(Mr. Hardy) “Have you seen the definition of program objective put out by the 
agency with reference to Thailand? 

(Mr. Naughten) ‘Yes, sir. 

(Mr. Hardy) “What they told Congress was this: ‘To demonstrate United 
States interest in Thailand’s security; * * * 

“T didn’t hear you say that. 

(Mr. Naughten) “I rephrased it, to support the defense effort. 

(Mr. Hardy) “That is not quite the same thing. 

(Mr. Naughten) “I am equating this into the implementation of these three 
objectives. 

(Mr. Hardy) “We have been getting a wide variation as to interpretation when 
it comes to translating since the Bible first came down. But to finish this defini- 
tion of program objectives, it goes on: ‘to assist in strengthening internal security 
and defense forces; and to enhance the effectiveness of these forces by helping to 
improve transportation and communications facilities.’ 

“That is the program objective, which is substantially what you said except 
for the first part of it, “To demonstrate United States interest in Thailand’s 
security.’ 

“The United States Government is not supposed, at least in its open policy 
objectives, to manifest an open interest in the internal security of another country 
without becoming involved. 

(Mr. Naughten) “This is unclassified so that I could give it to a Thai. 

(Mr. Hardy) “But it isn’t the whole story.”’ 


Formulation 


(Mr. Hardy) ‘You brought up a question of defense support in the building of 
roads, which leads me to the consideration of this Northeast Highway and also 
other items in defense support. 

“T would like to inquire, what do you consider is your responsibility with re- 
spect to the specific items that make up the defense support budget? 

(General Partridge) ‘‘Up until last June, I believe, there was a general definition 
of defense support which was changed last June by including the word ‘specifically.’ 

(Mr. Hardy) “Do you have a good definition of that word? 

(General Partridge) “Of ‘specifically’? 

(Mr. Hardy) “Yes. 

(General Partridge) ‘‘Well, I take it, it means directly without any roundabout 
connection. Directly connected, I would say it means. 

“That went into force last June and was inserted by the Congress. I don’t 
think it applied prior to last June. 
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‘‘What we have been doing right along is that my. people and the people in 
USOM have been making their programs jointly. Colonel Davis gets together 
with the people in USOM and discusses the programs, and we do the best we can 
to have our projects mutually supported. I think we do a pretty good job getting 
together on them. 

(Mr. Hardy) ‘‘That was not quite the point I hadin mind. I am not suggesting 
duplication, but I was trying to find out the extent to which the items that go 
into defense support are actually determined by your MAAG group to be required 
in the interest of defense. 

(General Partridge) “I can’t say exactly. It depends on the project. Some 
projects have more value from a defense standpoint than from a nondefense 
standpoint, and some have less value.” 


PAKISTAN 


James §. Killen, Director, USOM; Roswell H. Whitman, Deputy Director, 
USOM; Maj. Gen. Louis W. Truman, Chief, MAAG. 


Definition 


(Mr. Hardy) ‘‘Under defense-support requests for 1958 there are no items for 
project assistance. Does that mean that you did not request capital expenditures 
for project assistance in fiscal year 1958? 

(Mr. Whitman) ‘‘Mr. Chairman, the idea was, in presenting the program to 
Congress, as I understand it, that the defense support would be limited strictly 
to the imports required to maintain the economy at the present level. 

(Mr. Hardy) ‘‘Did you examine the development loan fund to determine how 
much you were likely to get out of it? 

(Mr. Killen) ‘‘Washington has made it plain that the amount available from the 
development loan fund would depend on the projects submitted. 

(Mr. Hardy) ‘The development loan fund is not very big worldwide, and I was 
wondering whether or not there was really any need for funds for further financing 
of the specific projects. 

(Mr. Killen) “There is a great need, but I remember some of the discussions held 
in Washington on this point, and it has been ICA’s desire to follow their under- 
standing of Washington’s intent, which was that the defense support was the 
amount of assistance necessary to maintain the status quo in the economy and to 
prevent any deterioration. 

(Mr. Hardy) “‘Did you understand the category of defense support to be just 
budget support? 

(Mr. Killen) ‘‘No, the provision of goods and services needed to maintain the 
economy at its present level—food, pharmaceutical items, and so forth.” 


Formulation 


(Mr. Brownson) “As I look at this tabulation, it looks like your current program 
for military assistance and for defense support. 

(General Truman) “TI submitted for the military side for Army, Navy, 
and Air Force. 

(Mr. Brownson) “That does not include defense support? 

(General Truman) ‘No. 

(Mr. Brownson) “Here are two programs which are more or less by nature 
charged against the defense of Pakistan. If a cut is made along the line, would 
you favor keeping the full funds in military assistance against the full funds in 
defense support? 

(General Truman) “I want to try to satisfy to the utmost of my ability that 
which I consider has been a commitment for military hardware. I consider my 
1958 program satisfies this toa major degree. After that I think we could consider 
what to cut down on, the defense support of the military support. 

(Mr. Brownson) ‘Is the defense support also charged to the military? 

(Mr. Truman) “I will ask Mr. Killen to answer that. 

(Mr. Hardy) ‘‘Don’t you coordinate? 

(Mr. Truman) ‘‘Yes, we do. I would say most of the defense support has been 
put up by USOM and is for roads and things that I thoroughly agree with and 
have concurred in since I have been here. 

(Mr. Hardy) ‘Are they actual defense items? 

(Mr. Truman) “I think they have both connotations, sir. There is no conflict. 

(Mr. Hardy) “There is a conflict. Some of us in Congress have the idea that 
the term ‘defense support’ is a label put on to get money easier. That is why we 
want to know the extent to which the military determines what should go in 
defense support. 
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(Mr. Truman) ‘‘As far as defense-support projects they have had since I have 
been here, most of them have been on roads, and I have concurred in them 100 
percent. The roads at the same time help economically. 

(Mr. Hardy) ‘“‘We are not necessarily suggesting that they are not desirable or 
worthwhile projects, but we are raising the question as to the propriety of calling 
some of these items defense support, and I think you people in the military may 


as well realize you are carrying the load for getting the funds for them under that 
name. 


(Mr. Truman) ‘We realize that. 

(Mr. Hardy) ‘We are not sure that is the right label. Actually, in one country 
which we visited on this trip, the MAAG people said, ‘Here are roads a heap more 
important from a military standpoint than the ones programed.’ Do you have 
that situation here? 

(Mr. Truman) “No sir. I would say if they wanted one road and I wanted 
another, I would take it to the country team for resolution, 

(Mr. Brownson) ‘Have you done that? 

(Mr. Truman) ‘No. 

(Mr. Brownson) “Then the roads they have recommended from a military 
standpoint you have accepted? 

(Mr. Truman) ‘The ones they have recommended I have accepted. 

(Mr. Brownson) ‘Have you initiated any? 

(Mr. Truman) “I have not. 

(Mr. Brownson) ‘‘We are not taking a position against economic aid, but we are 
wondering if the staff has been mislabeled primarily because defense support is 
a little more fashionable in Congress than economic support. 

(Mr. Hardy) “Our military people in the field are the ones we depend on the 
most for national defense, and that is why we want to find out whether these 
things are necessary for defense support. 

(Mr. Brownson) ‘‘You see, General, there isn’t anything you cannot put under 
defense support if you want to. 

(Mr. Truman) ‘That is right.” 

IRAN 


Maj. Gen. John F. R, Seitz, Chief, MAAG; Clark S. Gregory, Director, USOM. 
Definition 

(Mr. Meader) ‘You anticipated a 
now like you will get only ————? 

(Mr. Seitz) ‘Yes. 

(Mr. Meader) ‘What will you cut out? 

(Mr. Seitz) ‘‘We have all these projects in the order of priority from a defense 
standpoint under the new concept. Right offhand, I can’t tell you what we will 
cut, but we will try to cut out an entire project and complete all the forward stuff. 

(Mr. Meader) “In other words, you will go ahead with those with the highest 
priority and cut out the bottom priority? 

(Mr. Seitz) ‘That is right. 

(Mr. Brownson) “If these defense-support funds were ultimately charged to the 
defense budget, would you be in favor of supporting all the things in the defense- 
support budget if the money came from the Defense Department funds? 

(Mr. Seitz) “It is not defense as I understand it, and I don’t think it should be 
charged to the Defense Department. 

(Mr. Brownson) “Some of us are nasty enough to believe they are labeled 
‘defense support’ because it is easier to get money for defense support than for 
some of these other things. 





— construction program, and it looks 


Formulation 


(Mr. Hardy) ‘‘General, how much do you have to do with the determination of 
how much goes into the defense support request? 

(Mr. Seitz) “Insofar as construction is concerned, everything, Mr. Congress- 
man, because Mr. Gregory has to go up in Washington to meet my dollar cost for 
construction because it is broken down now about 50-50 local currency and 
dollars. 

(Mr. Hardy) “That brings up another question. What is your total expected 
construction cost for 1958? 

(General Seitz) “I haven’t the foggiest notion as of this time. Yesterday we 
got in hardware, materiel, initial grant. That was the first word we had for 1958. 
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(Mr. Hardy) “In your direct military aid you had something like — million for 
construction and consumables, and that you indicated was entirely for con- 
struction? 

(General Seitz) ‘‘That is right. 

(Mr. Hardy) “In defense support there is a rial-generating program for another 
— million? 

(General Seitz) ‘To match it. 

(Mr. Hardy) ‘‘I don’t know if it is to match it or not. 

(General Seitz) “I was trying to explain the ratio between dollars and rials. If 
we get million we will have to have rials to match it. 

(Mr. Hardy) ‘‘So your program for 1958 is — million? 

(General Seitz) ‘‘That is right. But I don’t know if we will get it. 

(Mr. Gregory) “I might say we have received approval for — million against 
the — million for generation of local ucrrency. There has been a reduction, Mr. 
Chairman. 

(Mr. Hardy) ‘Well, I am just trying to understand what we are spending in the 
military construction program. Obviously we proposed to spend — million 
when this program was sent in, with possible funds being generated from Public 
Law 480. 

(General Seitz) “I gather there is no hope of Public Law 480 this year. That is 
what I understand. 

(Mr. Gregory) ‘‘That is correct. There is no present belief that there will be 
any, but if there is a bad wheat crop next year there might be opportunity for 
Public Law 480. 

(Mr. Hardy) ‘Well, you have in the past used local currency generated by 
Public Law 480 for the purpose of military construction; have you not? 

(General Seitz) ‘‘Yes; we have. 

(Mr. Hardy) “I do not find in this year’s budget any project items. There were 
some last year, — million for project supplies and equipment—I don’t know 
what it covered—in the defense support program. It is characterized as defense 
support. Was it actually defense support or was it economic assistance? If it 
was defense support I take it you would have something to do with it. 

(General Seitz) “That is a general term. I have nothing to do with that. 

(Mr. Hardy) “‘You have nothing to do with project assistance under defense 
support? 

(General Seitz) “Only so far as construction. 

(Mr. Gregory) ‘General, is it not true that at the country team level the 
projects are submitted? 

(General Seitz) ‘Yes, but we have nothing to do with this broad category of 
defense support. 

(Mr. Hardy) ‘Do you have a definition of it? 

(General Seitz) ‘‘Defense support, as I understand it—and Mr. Gregory is more 
expert at that—is anything that develops the economy behind the army in order 
to support it. 

(Mr. Brownson) “I think the general completed his answer when he said ‘de- 
fense support is anything.’ 

(Mr. Gregory) “I would presume you would want to go into this with me. 

(Mr. Hardy) “I will go into it with you, but I am trying to get the military 
point of view now. 

(Mr. Brownson) ‘‘The general said he had nothing to do with it. 

(Mr. Hardy) “I think that answers the question. 


“Do I understand that you have not been advised how much you will get for 
military construction? 





(Mr. Meader) ‘‘Do you think if they reduce it from — million to — million, 
instead of a — million construction program it will be a — million construction 
program? 


(General Seitz) “That is right. 

(Mr. Brooks) ‘‘On defense support items carried as defense support, do you 
originate those projects? 

(General Seitz) “I do not except so far as the development of local currency; 
that is the only thing I have anything to do with. 

(Mr. Brooks) “Some of the projects carried as defense support are not origi- 
nated by your command; is that correct? 

(General Seitz) ‘‘That is correct. 

(Mr. Brooks) ‘‘Who originates them? 
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(General Seitz) “Mr. Gregory. 

(Mr. Brooks) “And brings them to you? 

(General Seitz) ‘‘No. 

(Mr. Meader) “Except as a member of the country team? 

(General Seitz) ‘Yes. 

(Mr. Hardy) “As a matter of fact, you don’t pay much attention to them, 
because it is not your baby? 

(Mr. Gregory) “I might say I have the same attitude toward his military 
construction.” 


SPAIN 


Maj. Gen. August W. Kissner, USAF, Chief of JUSMAG; Brig. Gen. Chester 
A. Dahlen, USA, Deputy Chief of MAAG. 

Definition 

(Mr. Brownson) “In other words, the economic aid today is serving a some- 
what different purpose than when we were here before? 

(General Kissner) “That is right. The trouble has been we haven’t had too 
much economic aid in constructing the bases. We have to keep the economy 
stable a few years or we risk the whole thing. 

(Mr. Brownson) “Now you are calling economic aid defense support. 

(General Kissner) ‘Yes, sir. 

(Mr. Hardy) ‘Is that the purpose of defense support, to stabilize the economy? 

(General Kissner) “Its objective is to save our investment in military facilities. 
If we weren’t in here building the bases we wouldn’t have to do it. 

(Mr. Hardy) “And you have to keep them friendly? 

(General Kissner) ‘That is right.’ 


Formulation 


(General Kissner) ‘‘We show on this page the increments of appropriated eco- 
nomic aid. Mr. Dick Aldrich has that mission. 

(Mr. Hardy) “Do you still call that economic aid? 

(General Kissner) “It is defense support assistance now. 

(Mr. Hardy) “How much do you have to do with the level of that? 

(General Kissner) “I have very little to do with it. I participate with the 
Ambassador and Mr. Dick Aldrich. 

(Mr. Hardy) “In the country team? 

(General Kissner) ‘Yes. And we make our recommendations to Washington. 

(Mr. Brooks) ‘‘By ‘we’ you mean the country team? 

(General Kissner) ‘Yes. 

(Mr. Brooks) ‘Not you individually? 

(General Kissner) ‘‘No. 

(Mr. Hardy) ‘“‘Do you have anything really to do with the determination of 
the level of the so-called defense support? 

(General Kissner) “Very little. I support it. 

(Mr. Hardy) “You support it because that is what they say it ought to be? 

(General Kissner) “I support it because I can’t be in the position of fighting 
against that increment of economic aid that helps protect this military investment. 

(Mr. Hardy) ‘You accept somebody else’s evaluation of it? 

(General Kissner) ‘That is right, because I do not have the talents to evaluate 
how much they need. : 

(Mr. oatay “From a strict standpoint of military necessity that is a little 
out of your bailiwick, isn’t it? 

(General Kissner) ‘That is correct. 4 

(Mr. Hardy) “If you call it economic aid I have no quarrel with it, but when 
you call it defense support I am wondering why you have defense support that 
the military has nothing to do with. 

(General Kissner) ‘‘We are consulted. If we feel certain roads are necessary 
we can influence it. 

(Mr. Hardy) “Do you determine what roads should go in that program? 

(General Kissner) “Yes. The $11 million that went to rail, I was the person 
who determined that. That would be the approach roads to the bases. 

(Mr. Hardy) “That was in your 1954 program? 

(General Kissner) ‘‘Yes. 

(Mr. Hardy) “How about your 1957 program? 

(General Kissner) “The military increments have tapered out. 

(Mr. Hardy) “So you don’t have military requirements in the 1957 program? 

(General Kissner) ‘‘Yes; access roads, 
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(Mr. Hardy) “Are your access roads and military roads included in the defense 

- — or in your item of construction and consumables in your direct 
AP? 

(General Kissner) ‘‘The roads up and down Spain that we might need for stra- 
tegic purposes we will be able to influence a certain amount of economic aid to 
meet that need. 

(Mr. Hardy) ‘“‘That was in the early years when we called it economic aid? 

(General Kissner) ‘Yes. 

(Mr. Hardy) ‘‘Now we call it defense support. 

(General Kissner) ‘‘In my humble view we overwork that word ‘defense.’ That 
is the kind of word that helps explain it to the taxpayers. It is the sugar coating. 

(Mr. Hardy) ‘General, you have expressed it perfectly. Thank you. 

(General Dahlen) “The application of economic aid has changed over the period 
of years. 

(General Kissner) ‘It is defense support in that if we didn’t have it we would 
risk what we have, our investment, 

(Mr. Hardy) “But that is a political decision? 

(General Kissner) ‘Yes. 

(Mr. Hardy) “It is not a military decision? 

(General Kissner) ‘‘No, sir. 

(Mr. Hardy) ‘There is one thing we object to at the moment, and that is that 
they call it defense support to get congressional support for it. If they called it 
economic aid I could understand it and go along with a reasonable feeling that I 
know what I am buying; but when you call it defense support I am not at all sure. 

(General Kissner) ‘“‘l am way out of my front yard. ‘There are men here who 
can defend that. 

(Mr. Hardy) “I doubt that there is anyone here who can defend it, General.” 

* ¥ * * « * a 


APPENDIX II 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS, 
Washington, D. C., February 5, 1958. 
Hon. Porter Harpy, Jr., 
Chairman, International Operations Subcommittee of the Commitiee on Gov- 
ernment Operations, House of Representatives. 


Dear Mr. Harpy: Thank you very much for transmitting a copy of my testi- 
mony before your subcommittee on January 27, 1958. It has been edited for 
clarity and the deletion of security information. Supplemental data has been 
inserted at pages 132 and 142. 

The inserts at page 142 include a complete copy of DOD Directive 5132.3 which 
covers the delegation of responsibility to the Military Assistance Advisory Groups 
as well as section 6200 of the Programing Guidance which covers specifically the 
MAAGs’ responsibility with respect to the analysis of countries’ capabilities and 
financial requirements. I have included these documents in their entirety in 
order that your committee may have the benefit of the whole picture. 

DOD Directive 5132.3 is unclassified and can appear in the printed record. It 
may be you desire to get into the record some portion of section 6200 of the 
Programing Guidance. If the latter is the case, we would be happy to assist in 
any way you desire in paraphrasing this classified data in order to be meaningful, 
as well as beneficial, to the printed record. 

Sincerely yours, 
JoHn L. HoLcomse, 
Director, Office of Programing and Control, 
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DEPARTMENT OF STATE, 
Washington, D. C., February 10, 1958. 
Mr. Joun T. M. Reppan, 
Chief Counsel, Subcommittee on International Operations of the Committee 
on Government Operations, Washington, D 


Dear Mr. Reppan: I am returning copy No. 6 of the transcript of the hearings 
of your subcommittee on January 27, 1958. I have edited for publication those 
portions of this transcript involving testimony by me. 

This testimony, together with the testimony given by Mr. Dillon on the after- 
noon of the 28th and by me on the morning of the 27th have now been edited and 
returned to your subcommittee. The Department has no objection to the publica- 
tion of this testimony as edited so long as the part marked in red is retained in 
the classified hearings and not made public. ' 

I am authorized by ICA to tell you that there is also no objection to the publi- 
cation of Mr. Smith’s testimony as edited. 

Sincerely yours, 


PHILANDER P. CLaAxTON, Jr., 
Special Assistant For Congressional Relations. 








